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SEVENTH  ANNUAL  MEETING  OF  THE 
ASSOCIATION  OF  LIFE  INSURANCE 
PRESIDENTS,  HOTEL  ASTOR 
NEW  YORK 


FIRST  DAY 
Morning  Session 

Thursday,  December  n,  1913. 

The  meeting  was  called  to  order  at  10.20  o’clock  by  Mr.  Robert 
Lynn  Cox,  General  Counsel  and  Manager  of  the  Association  of  Life 
Insurance  Presidents. 

Mr.  Cox  :  Members  of  the  Association  of  Life  Insurance  Presi¬ 
dents  and  guests :  It  gives  me  a  great  deal  of  pleasure  to  call  this 
meeting  to  order,  and  introduce  as  the  Chairman  Mr.  George  E. 
Ide,  President  of  the  Home  Life  Insurance  Company  of  New  York. 
(Applause.) 


ADDRESS  OF  THE  CHAIRMAN 

Mr.  Ide  thereupon  took  the  chair  and  spoke  as  follows : 

Gentlemen  of  the  Association : 

Your  Executive  Committee  has  chosen  me  to  act  as  Chairman  of 
this  meeting.'  That  you  may  not  entirely  lose  confidence  in  that 
Committee,  I  desire  to  say  that  as  one  of  its  members  I  voted  in 
opposition  to  this  choice. 

Ever  since  our  first  annual  meeting  in  1907,  when  the  keynote 
of  this  organization  was  so  clearly  sounded  by  our  first  chairman, 
Grover  Cleveland,  until  the  present  time,  our  Association  has  grown 
in  usefulness  and  importance  until  now  these  meetings  are  national 
in  character,  and  these  proceedings  are  closely  watched  by  all  who 
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have  an  interest  direct  or  indirect  in  the  grand  institution  of  life 
insurance. 

At  the  present  time  the  idea  is  quite  prevalent  that  evils  may  be 
cured  by  conversation  and  discussion,  by  magazine  articles  and 
brochures,  by  lyceum  lectures  and  correspondence  schools,  and  ulti¬ 
mately  by  legislative  regulation  and  restriction.  Consequently  many 
of  us  look  askance  at  all  conventions  of  special  interests,  fearing  that 
something  worse  than  that  which  we  have  already  experienced  may 
result  from  their  deliberations.  This  Association  is  unique.  It  is 
not  formed  for  the  purpose  of  reforming  others.  Its  aim  is  to  im¬ 
prove  life  insurance  conditions  in  which  we  all  are  vitally  and  per¬ 
sonally  interested. 

Besides  its  constructive  work,  of  necessity  a  great  part  of  its 
time  and  labor  is  expended  in  restraining  unwise  action  and  check¬ 
ing  legislation  inimical  to  the  policyholder.  A  and  B,  Professor 
Sumner’s  well-known  reformers,  have  been  particularly  busy  of  late 
years  in  their  tender  solicitude  for  the  welfare  of  C,  and  as  A  and 
B  as  a  rule  have  little  personal  and  direct  interest  in  the  subject 
affected,  some  one  has  to  look  after  the  poor  forgotten  C,  the  man 
most  vitally  involved,  who  in  our  case  is  the  policyholder. 

Since  the  first  of  the  year  our  Association  has  examined  over 
2200  bills  proposed  in  our  various  State  legislative  bodies  and  affect¬ 
ing  life  insurance  (in  our  opinion  they  were  not  all  for  the  general 
good),  and  it  has  also  been  kept  fairly  busy  in  endeavoring  to  elimi¬ 
nate  from  proposed  Federal  legislation  certain  features  which  would 
have  run  counter  to  the  best  interests  of  our  business.  This  has 
all  been  accomplished  by  careful  educational  method  and  by  clear 
explanation  of  the  points  involved.  So  successful  has  this  campaign 
been,  and  so  dreaded  are  the  visits  of  our  representatives  by  some 
of  the  quasi-reformers  that,  in  certain  States,  it  is  now  declared  by 
legislative  enactment  a  crime  to  be  seen  talking  to  Mr.  Cox. 

To  conduct  this  campaign  of  education,  to  keep  track  of  this  mass 
of  legislation,  to  check  it  in  its  inception  where  it  is  manifestly  bad, 
to  urge  its  amendment  where  that  is  advisable,  to  create  a  sound 
and  friendly  attitude  of  the  public  mind  toward  life  insurance, 
to  break  down  local  prejudice  and  sectional  jealousy  is  an  im¬ 
possible  task  for  each  company  to  undertake  acting  independently 
and  for  itself.  Economy  and  efficiency  both  demand  concerted 
action.  ' 

At  present  combinations  are  not  popular,  but  the  fundamentals 
of  life  cannot  be  shaken  by  passing  popular  whims,  and  it  will  ever 
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be  true  that  disinterested  organization  and  honest  co-operation  pro¬ 
duce  the  best  results. 

A  great  mass  of  work  is  done  each  year  by  this  Association  for 
the  common  good.  Policyholders’  rights  are  conserved  and  protected. 
The  true  meaning  and  intent  of  life  insurance  is  laid  before  the 
public  by  a  policy  of  intelligent  publicity.  It  sends  its  representa¬ 
tives  to  all  insurance  meetings  and  conventions.  Discussions  and 
analyses  of  new  tendencies  in  our  business  are  frequent  and  recom¬ 
mendations  are  made  therefrom.  The  general  subject  of  health 
conservation,  the  maintenance  of  adequate  health  boards  and 
bureaus  of  vital  statistics,  the  activities  of  Federal  and  State  de¬ 
partments  relative  to  life  insurance — these  and  many  other  kindred 
matters  are  constantly  being  reviewed  by  our  Executive  Committee 
and  by  the  Association. 

One  wise  result  of  this  co-operation  is  the  fair  division  of  expense 
among  the  companies.  In  an  address  at  one  of  our  annual  meetings 
by  Mr.  Peabody,  President  of  the  Mutual  Life,  he  said  that  ‘The 
primary  and  fundamental  purpose  of  the  Association  is  the  further¬ 
ing  of  a  rational  provision  and  apportionment  among  the  companies 
represented  in  the  Association  of  the  legitimate  expenses  which  are 
necessary  honorably  to  influence  and  preserve  the  rights  of  the  com¬ 
panies  in  all  matters  relating  to  their  business  where  their  interests 
are  identical.  It  is  well  to  note  particularly  the  last  clause  of  this 
sentence.  Identity  of  interest  is  the  cornerstone  of  the  Association. 

During  the  first  few  years  of  the  life  of  the  Association,  the 
proper  field  for  its  activity  had  not  been  definitely  determined. 
There  are  certain  questions  upon  which  life  insurance  executives 
cannot  agree.  Where  competition  plays  a  part,  where  the  individual 
interests  run  in  different  channels,  where  the  nature  of  the  business 
is  diverse  and  distinct,  it  is  manifestly  impossible  to  expect  perfect 
harmony  of  opinion.  The  policy  of  the  Association  has  now  become 
established.  Experience  has  taught  us  to  avoid  these  subjects  and 
we  confine  our  activities  to  those  where  the  identity  of  interest  is 
clear  and  established.  I  wish  to  emphasize  this  point,  as  it  is  mis¬ 
understood  by  some. 

Our  organization  is  each  year  becoming  more  extended  and  more 
effective.  We  have  a  library  which  is  gradually  becoming  one  of 
importance  and  a  collection  of  pamphlets  and  books  of  reference 
which  is  very  complete.  General  data  and  statistics  are  constantly 
being  collected  and  scientifically  tabulated  until  now  when  any  im¬ 
portant  question  arises  in  insurance  circles,  the  companies  (whether 
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members  or  not)  turn  to  this  Association  for  information  and 
guidance.  This  is  as  it  should  be. 

My  hope  is  that  all  companies  of  established  age  and  of  impor¬ 
tance  will  realize  that  we  have  in  this  Association  a  wonderful  power 
for  the  uplifting  and  strengthening  of  our  business,  and  that  for 
their  own  good  they  should  become  active  and  supporting  members. 
While  urging  this  view,  I  also  wish  to  reiterate  the  statement  so 
often  made  that  for  the  furtherance  of  the  institution  of  life  insur¬ 
ance  all  of  the  material  which  the  Association  has  in  its  possession 
is  open  at  all  times  to  all  companies,  whether  members  or  not,  and 
it  is  our  hope  that  the  advice  and  co-operation  of  the  Association 
may  be  sought  by  all  whenever  desired  without  any  sense  of  personal 
obligation. 

Possibly  one  of  the  most  conspicuous  elements  in  the  development 
of  life  insurance  in  this  country  has  been  the  constant  attention 
which  has  been  paid  to  the  ever  shifting  demands  of  the  public  for 
new  forms  of  protection. 

In  other  words,  life  insurance,  as  conducted  here,  is  constantly 
changing  in  order  to  meet  the  ever  varying  needs  of  the  times. 

This  development  has  been  most  interesting  and  extensive  during 
the  last  few  years  due  to  the  kaleidoscopic  changes  which  are  taking 
place  in  the  public  mind  on  economic  and  philanthropic  subjects. 
Provisions  for  old  age,  protection  to  employees  en  bloc ,  workmen’s 
compensation,  improvement  of  health  conditions,  care  of  disabled 
wage-earners  are  all  burning  questions  now — and  it  is  the  duty  of 
the  successful  life  underwriter  to  use  his  nimble  wit  so  that  he  may 
make  the  policy  fit  the  new  demand.  The  subject  is  a  broad  and 
vital  one,  full  of  human  interest.  It  is  not  for  me  to  discuss  it. 
The  programme  before  me  fairly  scintillates  with  wit  and  wisdom. 
I  shall  keep  you  in  suspense  no  longer. 

(Applause.) 

Mr.  Cox :  I  have  just  learned  that  the  Honorable  W.  T.  White, 
Minister  of  Finance  of  Canada,  is  in  this  city,  and  as  his  depart¬ 
ment  is  the  one  in  charge  of  the  supervision  of  insurance  in  Canada, 
I  fancy  the  Minister  might  feel  some  special  interest  in  this  meet¬ 
ing.  Therefore,  I  am  rising  to  move  that  an  invitation  from  this 
Association  be  extended  to  the  Honorable  Mr.  White,  and  that  a 
committee  consisting  of  the  representatives  of  the  Canada  compa¬ 
nies  present  be  authorized  to  extend  that  invitation  to  him,  urging 
that  we  will  especially  appreciate  his  presence  at  the  Association 
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this  afternoon,  when  we  hope  to  have  ex-President  Taft  with  us. 
We  have,  as  I  may  say  in  explanation,  Mr.  Macaulay,  the  new  Presi¬ 
dent  of  the  Canada  Life  Officers’  Association,  present,  and  several 
executives  of  the  Canada  companies.  I  make  that  motion. 

The  Chairman  :  It  seems  to  me  a  most  desirable  suggestion,  and 
I  am  very  glad  that  you  made  the  motion. 

Motion  seconded  and  carried. 

The  Chairman:  The  subject  before  us  this  morning  is  “The 
Response  of  Life  Insurance  to  Present-Day  Economic  Needs.”  A 
very  great  revolution,  which  has  been  going  on  in  our  business  for 
some  years,  has  been  carefully  watched  by  the  next  speaker,  both 
from  the  outside  some  years  ago  and  now  from  the  inside,  so  that 
certainly  no  one  could  be  better  qualified  to  address  us  on  the  first 
subject,  namely,  “Group  Insurance,”  than  Judge  William  A.  Day, 
the  President  of  the  Equitable  Life  Assurance  Society.  It  gives 
me  great  pleasure  to  call  on  Mr.  Day. 


GROUP  INSURANCE— ITS  AIMS  AND  ITS  FIELD 

Mr.  Day  spoke  as  follows : 

Mr.  Chairman  and  Gentlemen  of  the  Convention : 

When  the  Chairman  of  the  committee  first  called  on  me  to  pre¬ 
pare  a  paper  for  this  occasion,  for  obvious  reasons  I  was  reluctant  to 
do  so;  but  after  some  reflection,  when  the  Chairman  returned  with 
a  renewal  of  the  invitation,  I  felt  that  I  might,  with  some  degree  of 
propriety,  present  a  paper  on  the  subject  of  Group  Insurance. 

I  was  led  to  that  decision  by  the  recent  discussion  which  had  ob¬ 
tained  both  in  the  public  prints  and  outside  of  them,  in  which,  in 
some  instances,  it  seemed  to  me,  there  was  a  misapprehension  of 
what  group  insurance  meant  as  it  is  practiced  by  those  companies, 
members  of  this  Association,  which  are  actively  engaged  in  it. 

Group  Insurance  is  a  phase  of  the  economic  and  social  tendencies 
of  the  day  for  just  relations  between  employer  and  employed.  It 
has  the  double  function  of  protecting  families  of  the  employed  and 
rewarding  efficient  and  persistent  servic’e.  It  marks  a  progressive 
development  of  the  business  of  life  insurance  and  a  departure  on 
the  part  of  the  employer  in  recognizing  an  important  necessity  to  the 
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welfare  of  his  employee.  The  characteristic  feature  is  the  applica¬ 
tion  of  life  insurance  to  a  great  social  need  in  perhaps  the  widest 
and  most  general  manner  yet  devised. 

The  aim  and  the  field  of  Group  Insurance  has  been  admirably 
summed  up  in  a  recent  editorial  of  the  Saturday  Evening  Post 
which  concludes  as  follows : 

“Life  insurance  ought  to  be  universal.  No  married  man  who  has 
not  a  fortune  has  any  business  to  be  without  it.  We  should  like  this 
group-risk  plan  elaborated  until  life  insurance  and  pay  check  go 
together.” 

The  broader  concepts  of  the  mission  of  life  insurance,  which  have 
given  Group  Insurance  its  being,  call  insistently  upon  life  insurance 
thinkers  and  workers  for  every  practicable  enlargement  of  its  field 
of  usefulness.  An  ever  broadening  and  bettering  service  is  our 
obligation,  and  unless  our  institution  possesses  elasticity  sufficient 
to  reach  every  part  of  the  social  fabric,  it  is  vitally  defective. 

While  the  interests  of  our  countrymen  are  interwoven,  and  we 
are  dependent  one  upon  another,  the  effects  of  business  derange¬ 
ments  are  mainly  borne  by  those  of  limited  means.  The  demands 
of  living  in  these  days  leave  most  American  families  a  margin  be¬ 
tween  living  conditions  and  poverty  that  is  not  over-strong.  To  be 
sure,  there  always  will  be  those  who  are  provident  and  those  who 
are  not,  but  I  am  speaking  of  the  wider  aspect  of  the  American 
people.  The  extensive  workingmen’s  insurance  systems  of  Eng¬ 
land  and  Germany  were  devised  largely  to  ward  off  the  suffering 
and  losses  ordinarily  caused  by  temporary  unemployment.  That 
something  should  be  done  in  a  comprehensive  way  in  this  country  to 
protect  against  the  permanent  stoppage  of  family  income  has  long 
been  patent  to  thoughtful  observers.  Individual  insurance  does  its 
part  well,  but  does  not  adequately  answer  the  call.  Group  Insur¬ 
ance,  like  a  great  wall  stretching  around  thousands  of  homes,  widens 
the  margin,  between,  and  provides  security  against,  distressful 
poverty.  Its  widespread  adoption  would  materially  reduce  the  num¬ 
ber  of  women  and  children  annually  forced  into  the  struggle  with 
adversity. 

Group  Insurance  carries  completely  through  the  realm  of  the 
employer  who  presents  for  consideration  a  favorable  group  of  risks. 
In  such  groups  ability  to  hold  a  job  effects  a  selection  as  to  physical 
fitness  that  makes  the  group  under  one  employer  a  superstandard 
group,  so  far  as  mortality  is  concerned.  Groups  must  be  of  suffi- 
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cient  size  to  present  reasonable  opportunity  for  the  law  of  average 
to  operate.  Each  group  is  associated  with  other  groups  in  a  special 
class.  This  class  is  segregated  from  the  individual  business  of  the 
company  and  receives  dividends  based  upon  its  own  experience. 
Each  new  group  is  merged  into  the  main  ever-incrcasing  group. 
Thus  far  experience  has  clearly  shown  that  the  strong  lives  support 
the  weaker  ones  in  an  average  that  gives  a  lower  mortality  than  that 
secured  on  individual  insurances  through  regular  medical  examina¬ 
tions. 

As  to  the  safety  of  the  plan,  it  has  frequently  been  stated  that  a 
company  could  afford  to  accept  any  one  thousand  persons  that  pass 
2  given  street  corner  in  the  business  center  of  any  of  our  large 
cities  on  a  working  day  and  obtain  from  these  lives  a  favorable 
mortality  experience.  It  is  reasoned  that  a  thousand  lives  engaged 
actively  in  daily  pursuits  should  give  a  fair  average  and  naturally 
would  not  include  many  seriously  impaired  lives,  if  any.  There 
would  be  an  absence  of  moral  hazard,  as  it  is  reasonable  to  assume 
that  such  a  selection  would  be  free  of  fraud  and  speculation. 

But  let  us  suppose  one  of  our  large  industrial  or  mercantile  cor¬ 
porations  advertised  for  one  thousand  employees  and  that  number 
responded,  then  a  very  different  and  more  careful  selection  would 
be  had. 

The  less  intelligent,  the  less  fit  physically  and,  therefore,  the 
weaker  lives,  would  be  eliminated  and  those  who  demonstrated 
aptitude  for  the  work  and  were  employed  would  have  to  maintain 
the  necessary  level  of  bodily  and  mental  fitness  to  continue  employ¬ 
ment. 

Of  the  thousand  persons  applying  for  employment  in  response 
to  the  advertising,  the  ultimate  sifting  would  put  only  a  compara¬ 
tively  small  number  on  the  permanent  payroll. 

If  a  favorable  experience  could  be  obtained  from  a  thousand 
active  persons  passing  a  street  corner,  as  stated,  it  would  seem  that 
those  selected  by  an  employer  by  rigid  preliminary  tests  and  finally 
by  demonstrated  capability  for  regular  and  satisfactory  work,  would 
furnish  much  safer  risks. 

Regard  has  been  had  to  the  high  standards  raised  in  the  sphere 
of  industry  by  years  of  keen  struggle  for  excellence  of  output, 
which  means  a  corresponding  order  of  workmanship.  Modern 
trade  and  commerce  are  not  less  exacting  respecting  efficiency  of 
individual  units.  In  other  words,  the  personal  equation  in  produc¬ 
tion  and  distribution  is  measured  and  valued  to-day  as  perhaps  never 
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before,  and  chiefly  by  creditable  and  steady  results.  Another  vital 
phase  is  the  wide  recognition  of  the  truth  that  working  conditions 
that  conduce  to  healthfulness  and  contentment  are  essential  to  high¬ 
est  productivity.  The  trend  toward  conforming  conditions  of  labor 
to  the  laws  of  science  and  health  is  well  defined.  There  is  ample 
evidence  that  the  practice  of  reducing  cost  of  production  at  the  ex¬ 
pense  and  to  the  detriment  of  the  human  factor  is  no  longer  re¬ 
garded  as  either  advantageous  or  moral. 

This  outlines  roughly  the  Group  Insurance  field.  The  method 
of  application  by  the  Society  of  which  I  have  the  honor  to  be  the 
Executive,  represents  the  well-considered  judgment  of  those  quali¬ 
fied  by  careful  study  and  exhaustive  investigation  to  advise.  As 
a  rule,  each  group  presented  embodies,  within  and  subject  to  the 
conditions  outlined,  its  own  peculiar  subordinate  problems.  The 
groups  taken  have  met  Our  requirements  which,  generally  speak¬ 
ing,  include  every  safeguard  that  prudence  and  discretion  demand. 

Sufficient  time  has  not  elapsed  since  the  inauguration  of  Group 
Insurance  on  which  to  predicate  final  judgment  on  all  details,  but  it 
can  be  said  that  up  to  the  present  the  theory  indicated  has  been 
substantiated  in  practice ;  namely,  that  the  mortality  in  Group  Insur¬ 
ance  is  a  superstandard  mortality.  Thus,  in  insuring  the  employees 
of  one  establishment,  an  excellent  selection  is  obtained  without 
medical  examination.  The  expense  of  soliciting  the  individuals  and 
of  medical  reports  is  eliminated.  Administrative  economies  also 
are  effected,  such  as  the  issuance  of  one  group  policy  instead  of 
individual  policies;  savings  in  premium  notices  and  postage,  and 
by  the  use  of  the  negative  system  of  accounting. 

From  the  employer’s  standpoint,  Group  Insurance  is  the  one  way 
by  which  he  can  make  sure  that  every  man  and  woman  in  his  em¬ 
ploy  is  covered  by  life  insurance.  Employers  rightly  regard  it  as  an 
effective  welfare  measure  and  an  opportunity  to  prove  in  good 
faith  their  interest  in  those  who  collectively  assure  the  success  of 
their  enterprises.  For  many  years,  and  increasingly  of  late,  em¬ 
ployers  have  turned  to  pensions,  cash  bonuses,  profit-sharing  plans 
and  similar  excellent  ideas,  but  they  have  lacked  a  comprehensive 
scheme  to  insure  the  lives  of  their  employees.  Insurance  against 
the  consequences  of  the  day  when  the  hand  of  the  breadwinner  is 
stilled,  is  the  first  form  of  welfare  work  which  the  individual  pro¬ 
vides  for  his  family,  and  yet  it  has  been  the  last  form  of  welfare 
work  that  life  insurance  has  offered  the  employer  for  the  collective 
necessities  of  his  extensive  business  family. 
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Employers  who  have  applied  the  Group  plan  of  life  insurance 
for  the  protection  of  their  workmen  give  it  high  commendation. 
One  large  manufacturer  says: 

“There  have  been  several  instances  to  our  knowledge  where  bene¬ 
ficiaries  under  the  Group  plan,  who  had  practically  no  savings,  were 
supported  and  kept  from  great  distress  by  means  of  it.  I  have 
always  believed  that  this  great  problem  must  be  met  more  by  the 
voluntary  act  of  the  employer  than  through  the  compulsion  of  legis¬ 
lation,  and  that  it  would  create  a  far  more  beneficial  result  in  the 
attitude  of  labor  toward  capital  if  employers  generally  should  extend 
these  benefits  voluntarily  without  waiting  for  compulsory  legisla¬ 
tion.  We  can,  therefore,  most  heartily  recommend  this  system  of 
insurance  to  the  employers  generally  as  the  result  of  our  own  practi¬ 
cal  experience  of  its  benefits.” 

The  head  of  several  financial  institutions  in  another  large  city 
says : 

“What  astonishes  me  is  that  this  character  of  insurance  is  not 
more  thoroughly  exploited  and  that  employers  are  not  more  generally 
urged  to  purchase  the  same  for  the  protection  of  their  employees. 

“I  believe  if  10  per  cent,  of  the  amount  spent  by  organized  charities 
in  St.  Louis  were  used  systematically  for  a  period  of  ten  years  buy¬ 
ing  life  insurance,  thus  aiding  the  poor  that  they  are  now  trying  to 
relieve,  the  charity  organizations  would  have  much  less  work  to  do 
at  the  end  of  ten  years  and  thousands  would  be  benefited  and  made 
happier  on  account  of  the  insurance.” 

The  sentiments  of  these  two  employers  reflect  those  of  virtually 
all  who  have  taken  Group  Insurance. 

So  far  as  employees  are  concerned,  Group  Insurance  makes  life 
insurance  general,  at  least  during  the  period  of  employment,  and 
it  comes  to  them  without  cost  in  nearly  all  cases. 

It  comes  during  the  active  period  of  life,  when  the  children  are 
young  and  when  the  family  burdens  would  fall  heaviest  upon  the 
widowed  mother.  There  are  those  who  seem  to  feel  that  unless 
employers  insure  their  employees  for  their  entire  lives,  it  would  be 
better  for  these  mothers  and  children  to  be  without  this  protection 
during  this  period  of  the  greatest  family  responsibility,  but  I,  for 
one,  am  not  among  them. 

Group  Life  Insurance  insures  the  continuance  of  the  pay  en¬ 
velope  for  a  generous  period  and  goes  to  the  heart  of  the  problem 
by  protecting  producing  values.  Usually  the  amount  of  insurance 
is  one  year’s  wage  and  the  employer  generally  supplies  this  much 
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gratis,  leaving  to  the  employee  the  burden  of  carrying  individual  in¬ 
surance.  Group  Insurance  overcomes  the  procrastination  and  fail¬ 
ure  with  respect  to  insurance  of  which  so  many  are  guilty  and  which 
leaves  so  many  families  unprovided  for  in  event  of  death. 

While  Group  Insurance  is  a  logical  and  reasonable  response  to  a 
real  public  need,  it  is  not  in  advance  of  the  times.  It  is,  however, 
expressive  of  the  spirit  of  the  times.  We  can  claim  that  it  is  not 
quite  so  far  behind  the  times  as  were  other  forms  of  insurance  at 
the  times  they  were  put  into  use. 

This  plan  is  not  a  substitute,  but  rather  a  supplement  to  all  other 
forms  of  insurance.  It  operates  not  to  replace,  but  to  create  a  de¬ 
mand  for  individual  insurance. 

Psychologically  it  should  operate  much  the  same  as  might  be  ex¬ 
pected  if  an  employer  who  as  an  incentive  to  thrift,  gave  each  man 
in  his  employ  a  savings  bank  book  showing  a  small  balance  to  his 
credit  in  a  local  savings  bank.  Would  it  not  be  extraordinary  to 
contend  that  to  thus  initiate  savings  bank  accounts  for  employees 
would  be  destructive  of  habits  of  saving  and  would  tend  to  cause 
those  employees  already  having  such  accounts  to  discontinue  them? 

The  chief  form  of  life  insurance  education  to  any  man  is  the 
possession  of  a  policy.  Active  soliciting  agents  know  that  it  is 
easier  to  sell  additional  than  first  insurance  because  the  first  policy 
usually  brings  home  to  a  man  vividly  the  value  of  insurance. 

The  employer  who  protects  his  employees  with  Group  Insurance 
thus  assists  materially  in  spreading  life  insurance  education  among 
wage-earners,  and  it  is  obvious  that  a  person  so  protected,  having 
been  subjected  to  this  educational  influence  and  familiarized  and 
impressed  with  the  value  and  benefits  of  life  insurance,  would  be 
more  prone  to  take  out  an  individual  policy  than  he  would  be 
without  such  experience. 

Broadly  speaking,  the  value  of  life  lies  in  productiveness — the 
job  precedes  the  policy  just  as  the  pay  check  precedes  the  premium 
and  pleads  its  need.  Let  us  help  those  who  are  seeking  to  solve 
economic  problems  of  our  day  to  appreciate  that  every  conscientious 
employer  of  labor  is  to-day  a  benefactor  of  his  community.  The 
more  this  fact  is  realized  by  both  employer  and  employee,  the  nearer 
will  both  come  to  understand  where  their  common  interests  lie. 

The  Honorable  Burton  Mansfield,  Insurance  Commissioner  of 
Connecticut,  well  expressed  the  purpose  of  Group  Insurance  and 
the  need  for  encouraging  the  plan  in  an  address  before  the  Insur¬ 
ance  Commissioners’  Annual  Convention  last  year.  He  said : 
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“Life  insurance  in  groups  is  a  progressive  step,  in  consonance  with 
acts  regulating  workmen’s  compensation  in  case  of  accident,  sick¬ 
ness  and  death;  old  age  pensions  and  the  like,  all  striving  for  the 
better  protection  of  those  who  are  employed  in  mechanical,  business 
or  other  pursuits.  Any  plan  for  its  development  cannot  be  perfect 
at  the  start.  Many  obstructions,  real  or  imaginary,  may  retard  its 
progress,  but  they  are  only  of  temporary  nature  and  it  seems  to  me 
that  as  public  servants,  we  should  welcome  such  a  measure  and  join 
with  both  employer  and  employed,  with  both  the  insurer  and  the 
insured,  in  all  reasonable  efforts  for  its  promotion.” 

In  these  sentiments  I  believe  we  may  safely  and  fully  concur. 

(Applause.) 

The  Chairman:  Gentlemen,  the  subject  of  the  next  paper  is 
the  “Conservation  of  Policy  Proceeds.”  It  would  be  unbecoming  to 
attempt  to  introduce  the  next  speaker  by  any  words,  as  to  who  he 
is  and  what  he  is  and  why  he  knows  the  subject.  You  all  know  Mr. 
Dunham.  It  gives  me  great  pleasure  to  introduce  Mr.  Dunham,  the 
President  of  the  Travelers.  (Applause.) 
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Mr.  Dunham  spoke  as  follows : 

Gentlemen : 

Among  the  predictions  that  never  came  true  is  that  made  by  Pro¬ 
fessor  Silliman,  who,  in  an  early  lecture  at  Yale,  spoke  with  appre¬ 
hension  of  the  great  possibilities  of  danger  should  friction  matches 
ever  come  into  common  use. 

In  another  he  said  that  steamships  could  never  be  adapted  to 
ocean  navigation,  for  even  if  they  could  be  built  large  enough,  he 
could  conceive  of  no  way  by  which  the  walking  beam  connecting 
the  engine  with  the  paddle  wheels  could  be  so  enclosed  as  to  prevent 
the  waves  from  washing  over  the  deck  and  down  into  the  ship  and 
sinking  it. 

When  George  Stephenson  told  his  counsel,  William  Brougham, 
that  he  fully  expected  to  be  able  to  get  twenty  miles  an  hour  out  of 
his  locomotive,  the  lawyer  told  him  that  if  he  did  not  bring  his  engine 
within  a  reasonable  speed  he  would  inevitably  damn  the  whole  thing 
and  be  himself  regarded  as  a  maniac  fit  only  for  Bedlam. 
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Daniel  Webster  in  the  Senate  of  the  United  States  deplored  the 
acquisition  of  territory  on  the  Pacific  Coast  because  the  Almighty 
had  erected  the  Rocky  Mountains  as  a  natural  barrier,  beyond  which 
lay  only  desolation  and  despair. 

The  pioneers  in  our  own  field  of  usefulness  may  be  pardoned  if 
they  have  done  no  worse — as  witness :  A  member  of  this  Associa¬ 
tion  who  took  his  first  policy  of  life  insurance  thirty-six  years  ago 
was  informed  by  the  agent  that  the  contract  embodied  the  most 
liberal  provisions  that  could  ever  be  afforded  by  any  responsible 
insurance  company ;  that  statistics  and  experience  had  been  so  ac¬ 
cumulated,  compared,  revised  and  corrected  that  it  was  improbable 
that  any  further  advances  in  the  science  and  practice  of  life  insur¬ 
ance  would  be  made  within  the  next  fifty  years ;  that  certain  irre¬ 
sponsible  competitors  were  introducing  a  dangerous  feature  known 
as  Cash  Surrender  Value  and  that  he  was  daily  looking  for  their 
bankruptcy.  The  policyholder  was  admonished  in  large  type  to 
“READ  YOUR  POLICY,”  and  upon  following  the  admonition 
he  found,  among  other  provisions,  the  following: 

Premiums  must  be  paid  at  the  home  office  of  the  company 
promptly  on  each  anniversary  during  the  life  of  the  policyholder  or 
the  insurance  and  all  premiums  theretofore  paid  would  be  forfeited 
to  the  company. 

All  answers,  statements  and  representations  in  the  application 
were  warranted  to  be  literally  true.  If  errors  were  found,  the  con¬ 
tract  would  be  void. 

The  insured  was  permitted  to  reside  in  any  civilized  abode  in  the 
Western  Hemisphere  north  of  the  32d  parallel,  which  is  the  latitude 
of  Savannah,  and  in  any  part  of  the  United  States  south  of  that 
line  except  from  the  first  day  of  May  to  the  first  of  November.  If 
he  should  pass  beyond  these  limits,  or  engage  in  blasting,  mining  or 
sub-marine  operations ;  accept  service  in  any  capacity  on  any  sea, 
sound,  inlet,  river,  lake  or  railroad,  or  enter  into  military  or  naval 
service,  voluntarily  or  otherwise,  without  the  consent  of  the  com¬ 
pany  ;  or  if  he  should  become  intemperate  or  be  convicted  of  crime ; — 
for  any  such  violation  of  the  contract  the  insurance  would  become 
void  and  all  premiums  would  be  forfeited  to  the  company. 

These  were  hard  terms  and  were  exacted  within  such  recent  times 
that  they  seem  almost  to  discredit  the  business  of  life  insurance  as 
then  conducted,  but  it  must  be  remembered  that  our  remote  insur¬ 
ance  ancestors  of  thirty-six  years  ago  were  making  the  beginnings 
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from  which  a  great  volume  of  experience  grew  up. and  became  avail¬ 
able  to  their  descendants,  and  they  did  not  and  could  not  know  that 
concessions  since  made  would  not  expose  their  companies  to  ruin. 
That  they  were  conscientious  in  their  practice  is  shown  by  the 
wrecks  their  caution  was  powerless  to  prevent,  the  like  of  which 

under  a  more  liberal  policy  guided  by  greater  knowledge  do  not 
happen  now. 

The  law  abhors  a  forfeiture.  It  came  to  be  seen  that  this  maxim 
applies  no  less  to  contracts  of  insurance  than  to  other  more  simple 
instruments  of  commerce.  The  equitable  interest  of  the  policyhold¬ 
ers  in  the  reserve  or  the  substance  created  by  their  premiums  gained 
increasing  recognition.  It  was  a  long  step  in  advance  when  one  who 
found  it  necessary  to  discontinue  his  insurance  was  permitted  to 
withdraw  his  share  in  the  common  fund  in  the  form  of  paid-up 
insurance.  Increasing  experience  and  actuarial  calculations  based 
thereon  showed  that  there  were  several  other  ways  in  which  the 
policyholder  might  safely  be  credited  with  the  value  of  his  contribu¬ 
tions  remaining  after  charging  them  with  their  share  of  losses  and 
expense.  And  so,  one  by  one,  cash  surrender  values,  loan  values 
(which  has  been  overdone),  extended  term  insurance,  days  of  grace 
for  the  payment  of  premiums,  conversion  into  annuities  and  other 
p  ans  in  less  common  use  have  been  devised  and  adopted,  and  in 
order  that  there  may  be  no  forfeiture  by  reason  of  an  overwhelming 
misfortune  several  companies  continue  the  insurance  in  force  with¬ 
out  payment  of  further  premiums  when  the  insured  becomes  wholly 
and  hopelessly  disabled  by  accident  or  disease.  These  reforms  have 
been  adopted  as  fast  as  progress  could  be  made  wisely  and  without 

pen  to  the  welfare  of  the  company,  of  the  insured  and  those  de¬ 
pendent  upon  him. 

How  to  make  insurance  that  will,  with  the  greatest  certainty  and 

security,  meet  the  designs  of  the  insurer  in  providing  for  the  con- 

mued  support  of  those  dependent  upon  him  is  the  next  important 

step  m  the  advance  of  the  institution  known  as  life  insurance.  One 

o  the  most  useful  of  several  recent  plans  is  the  one  bv  which  the 

insurance  company  becomes  bound  to  pay  a  stated  monthly  sum  to 

the  beneficiary  for  a  stated  term  or  for  life.  Little  more  need  be 

said  descriptive  of  the  contract.  The  rest  of  the  story  consists  in 
the  reasons  for  it. 

Beneficiaries  of  life  policies  are  usually  persons  of  limited  financial 
experience,  and  the  investment  of  money  by  an  inexperienced  person, 
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and  indeed  by  some  not  so  inexperienced,  is  not  always  a  simple  and 
successful  task.  Many  such  have  found  themselves  embarrassed  by 
sudden  responsibility  for  the  secure  investment  of  a  considerable  sum 
of  life  insurance  money  and  many  have  made  such  a  failure  of  it 
that  the  utility  of  insurance  has  been  doubted.  The  loss  by  a  widow, 
through  the  ignorance  or  evil  designs  of  others,  of  several  thousand 
dollars,  provided  sometimes  by  self-denial  of  both  husband  and  wife, 
has  often  been  offered  as  the  conclusive  reason  for  the  evasion  of  one 
important  duty  a  man  owes  to  his  family.  That  he  can  obtain  for 
no  greater  cost  equal  value  in  the  form  of  a  monthly  payment  for 
life  or  for  a  term  is  a  conclusive  answer  to  his  conclusive  reason. 
Such  insurance  provides  a  sure  fund  for  the  support  of  any  for 
whom  it  may  be  a  duty  to  provide.  It  may  be  apportioned  to  a 
widow  and  dependent  children  according  to  the  necessities  of  each. 
It  may  be  made  to  afford  a  regular  and  unfailing  supply  for  some 
benevolence.  It  may  be  used  to  found  a  scholarship  or  a  professor¬ 
ship,  a  hospital  bed  or  a  ward.  In  many  cases  a  helpless  relative 
has  been  made  one  of  the  beneficiaries  of  the  insured  to  the  great 
comfort  of  both.  And  in  all  such  cases  the  fund  is  not  ex¬ 
posed  to  the  perils  of  advice  by  speculative  promoters  or  by  false 
brethren. 

The  hazard  of  inexperience  has  not  been  regarded  as  an  insurable 
one,  and  it  was  only  as  the  exposure  to  waste  became  greater  that  the 
urgent  necessity  for  protection  arose.  The  activity  of  the  irrespon¬ 
sible  promoter  is  increasingly  persistent,  and  the  value  of  his  wares 
has  declined  in  a  degree  that  bears  more  or  less  definite  ratio  to  the 
expansion  of  his  market  and  his  means  for  reaching  it. 

The  advantages  of  cheap  postage  are  not  to  be  undervalued,  but 
cheap  postage  is  one  of  the  means  that  enables  these  adventurers  to 
operate  with  economy  and  upon  a  large  scale.  Another  is  the  large 
number  of  persons  in  moderate  circumstances  who  take  the  bait 
because  they  are  eager  to  increase  their  incomes.  The  get-rich- 
quick  business  has  been  so  systematized  in  conformity  with  the  ten¬ 
dency  of  modern  affairs  that  no  more  ingenious  plans  are  displayed 
than  those  used  in  the  sale  of  gold  bricks.  Sucker  lists  are  common 
articles  of  merchandise  and  exchange  and  are  the  subject,  I  sup¬ 
pose,  of  current  quotations  among  the  fraternity.  It  is  by  their  use 
that  millions  of  persons  are  daily  tempted  by  well-phrased  books 
and  circulars  to  invest  in  land  enterprises  in  the  desert  or  under 
water ;  oil  wells  and  mines  in  regions  where  there  is  neither  oil  nor 
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minerals  within  a  hundred  miles,  and  in  water  powers  “in  a  dry 
and  thirsty  land  where  no  water  is.” 

A  recent  and  widely  published  advertisement  shows  the  latest 
refinement  of  classification  and  possibly  the  group  of  investors  re¬ 
garded  as  having  last  become  eligible.  It  is  as  follows : 

stockholders’  and  investors’  lists 

The  1913  stockholders’  list  of  New  York,  New  Haven  & 
Hartford  R.  *R.  ready  for  immediate  delivery.  Also  new 
public  service,  public  utilities,  business  and  mining  lists. 
Prices  on  application.  - - Box.  - - Boston. 

In  its  comments  upon  this  display  of  enterprise  the  Hartford 
Courant  says :  “As  was  said  of  the  hare,  first  get  your  sucker,  then 
skin  him  or  her.”  There  may  be  no  simple  way  to  abate  the 
nuisance  by  excluding  from  the  mails  a  vast  amount  of  this  contra¬ 
band  freight  carried  by  the  government  at  a  loss,  but  it  would  seem 
to  be  the  plain  duty  of  the  postal  authorities  to  search  diligently  for 
such  a  way.  The  extent  of  the  mischief  that  should  be  prevented 
must  be  a  matter  of  estimate  because  the  only  available  statistics 
are  those  based  upon  the  prosecution  of  parties  making  fraudulent 
use  of  the  mails.  F rom  a  recent  department  publication  it  appears 
that  in  one  year  529  persons  were  indicted;  497  arrested;  184  con¬ 
victed,  12  acquitted;  177  awaiting  trial;  that  46  are  fugitives  from 
justice,  and  that  3  died  before  trial.  It  has  been  further  ascertained 
by  the  post-office  authorities  that  the  proprietors  of  fraudulent 
schemes,  put  out  of  business  during  the  year,  have  obtained  from 
the  public  no  less  than  $77,000,000. 

But  this  does  not  begin  to  set  forth  the  extent  of  the  evil.  It 
covers  only  those  cases  that  come  to  the  attention  of  the  department, 
presumably  upon  the  complaint  of  victims,  and  of  those,  only  such 
as  presented  evidence  that  furnished  hope  of  conviction.  Many  more 
were  not  detected,  and  a  still  greater  number  carry  on  their  trade  so 
adroitly  and  under  such  advice,  purchased  from  unscrupulous 
lawyers,  that  they  escape  the  clutches  of  the  law.  It  would  be 
model  ate,  I  presume,  to  multiply  by  ten  the  losses  of  $77,000,000 
traced  by  the  Post-Office  Department. 

Life  insurance  companies  long  ago  found  that  their  duty  does  not 
consist  merely  in  paying  losses,  but  that  they  are  bound  to  render  to 
their  patrons  the  best  service  that  can  be  devised  out  of  their  knowl¬ 
edge  and  experience  and  influence.  They  have  met  the  exposure 


22 


CONSERVATION  OF  POLICY  PROCEEDS 


to  misfortune  and  distress,  and  have  made  a  most  important  con¬ 
tribution  to  the  circumvention  of  fraud  by  providing  contracts  that 
distribute  the  payment  of  their  obligations  in  moderate  sums  at 
frequent  intervals  and  so  putting  the  benefits  of  insurance  beyond 
the  reach  of  confidence  men. 

One  story,  published  not  long  ago  in  the  Christian  Advocate,  will 
illustrate  the  purpose  of  this  paper.  An  elderly  clergyman  writes: 

“Devotion Ao  my  work  as  a  minister  has  naturally  unfitted  me  to 
plunge  into  the  world  of  business  investment  in  my  old  age.  I  have 
been  an  apostle  of  that  love  which  believeth  all  things,  with  the  result 
that  a  plausible  talker  wrecked  us. 

“I  am  sixty-two  and  my  wife  is  sixty-one,  increasingly  invalid — 
with  long  and  distressing  failure  ahead  of  her.  An  aunt,  with  whom 
she  was  a  favorite,  recently  died  and  bequeathed  to  her  the  sum 
of  $15,000,  to  ease  her  declining  years.  With  her  consent,  this  sum 
and  $3,000  we  had  accumulated  against  our  old  age,  was  invested 
through  one  who  turned  out  to  be  a  promoter — of  his  own  inter¬ 
ests — with  the  result  that  it  is  a  total  loss.  He  promised  it  would 
amount  to  an  independent  living  for  all  our  years,  but  it  is  declared 
by  all  to  be  absolutely  worthless. 

“We  fondly  hoped  never  ‘to  come  on  the  Conference/  Living  in 
the  world  of  holy  ideals  and  preaching  the  same  to  men,  we  were 
fleeced  the  moment  we  had  to  handle  our  own  property.” 

The  experience  of  this  man  and  woman  is  paralleled  by  thousands 
of  others,  but  the  majority  of  people  who  lose  their  money  suffer 
in  silence.  A  stray  case  now  and  then  is  brought  to  notice  by  an 
investigation  into  a  fraudulent  promotion  by  the  postal  authorities 
or  the  tragic  sequel  appears  in  the  newspapers. 

Such  losses  and  the  resulting  misery  are  absolutely  unnecessary, 
for  they  can  be  prevented  and  a  safe,  certain  and  regular  support 
obtained,  free  from  all  chance  of  loss  or  depreciation,  by  insurance 
appropriate  to  the  circumstances  of  the  beneficiary,  in  a  responsible 
company. 

It  is  a  bold  insurance  man  who  will  advocate  further  legislation  of 
any  kind  to  regulate  the  business  of  insurance.  No  class  of  men  is 
better  entitled  to  accept  the  opinion  of  Henry  Thomas  Buckle,  who, 
in  his  “History  of  Civilization”  in  England,  says : 

“The  most  valuable  additions  made  to  legislation  have  been  in 
enactments  destructive  of  preceding  legislation ;  and  the  best  laws 
which  have  been  passed  have  been  those  by  which  some  former  laws 
were  repealed.” 


CONSERVATION  OF  POLICY  PROCEEDS 


23 


But  if  more  insurance  laws  must  be  enacted,  none  can  be  more 
beneficial  than  the  uniform  adoption  of  a  law  like  that  of  Nebraska, 
which  provides  that  when  the  proceeds  of  a  policy  remain  in  the 
hands  of  the  company  to  be  paid  in  installments  to  a  beneficiary 
other  than  the  insured,  the  party  so  entitled 

“shall  have  no  right  either  to  commute  the  amounts  due  thereunder 
or  to  assign,  pledge,  encumber,  or  dispose  of  the  same,  or  to  antici¬ 
pate  any  benefits  mentioned  therein.” 

Somewhat  similar  laws  have  been  recently  enacted  in  other  states, 
most  of  which  go  so  far  as  to  protect  such  funds  from  attachment 
by  creditors  except  for  necessaries. 

It  is  within  the  power  of  the  parties  to  agree  upon  the  protection 
of  the  fund  against  the  improvidence  of  the  beneficiary,  and  while 
tne  law  does  not  look  with  especial  favor  upon  covenants  against 
alienation,  the  beneficial  nature  of  contracts  of  the  kind  described  is 
such  that  they  are  uniformly  enforced  without  the  aid  of  legislation. 
But  statutes  would  stamp  them  with  approval  and  commend  them 
to  the  judgment  of  men  seeking  permanently  beneficial  forms  of  in¬ 
surance  protection;  would  express  the  law  in  simple  terms,  and 
would  tend  in  the  direction  of  uniformity  which  continues  to  be 
one  of  the  crying  needs  of  insurance  legislation. 

He  who  insures  his  life  must  trust  the  company  a  long  time.  It 
may  be  seventy-five  years  before  the  obligation  is  discharged  in  full. 
Therefore  the  fund  out  of  which  payment  is  to  be  made  should  be 
protected  by  all  possible  safeguards.  This  principle  obtained  early 
recognition  by  companies,  departments  and  legislatures.  Reserves 
have  been  established  by  the  laws  of  states  having  responsible  com¬ 
panies  within  their  borders  that  will  satisfy  all  obligations  at  ma¬ 
turity  if  investments  are  prudently  made,  and  none  but  the  most  se¬ 
cure  are  permitted.  The  laws  in  this  respect  are  similar  in  purpose 
and  terms.  Not  only  is  everything  of  a  speculative  nature  pro¬ 
hibited,  but  the  annual  statement  includes  a  detailed  list  of  all  in¬ 
vestments,  so  that  every  company  is  examined  once  a  year  and  is 
held  to  strict  compliance  with  the  law. 

These  influences  and  the  recognized  solemnity  of  the  trust  have 
resulted  m  this  country  in  a  group  of  investment  organizations 
which  for  safety  and  the  wisdom  and  training  of  its  men  are  not 
excelled  by  any  like  group  in  the  world.  So  well  protected  are  life 
insurance  companies  at  every  point  that  they  are,  if  anything  can 
e,  secure  from  the  perils  to  which  other  financial  institutions  are 


24 


CONSERVATION  OF  POLICY  PROCEEDS 


exposed.  They  are  not  exposed  from  within  on  account  of  the 
system  of  checks  required  by  the  very  magnitude  of  their  affairs; 
nor  from  without  because  anything  worthless  or  spurious  or  even 
of  doubtful  value  is  on  the  prohibited  list;  and  if  not,  it  is  next  to 
impossible  that  any  such  could  be  imposed  upon  the  vigilance  and 
experience  of  all  the  members  of  a  finance  committee,  unanimous 
approval  being  required.  Nothing  comes  so  near  the  standing  of 
government  bonds  as  the  obligations  of  a  life  insurance  company 
admitted  to  several  of  the  more  important  states  and  subject  re¬ 
specting  all  its  transactions  to  an  annual  review  by  each,  compared 
with  which  a  bank  examination  is  a  tender  mercy. 

Thus  have  come  into  existence  agencies  for  the  secure  investment 
and  conservation  of  trust  funds  and  administration  of  trusts,  their 
solvency  practically  guaranteed  by  the  state  and  their  permanency 
assured  by  the  very  nature  of  their  business.  To  avail  of  the  service 
they  offer  in  the  form  of  insurance  payable  at  stated  intervals  for 
the  life  of  the  beneficiary,  is  to  conserve  the  proceeds  of  insurance 
and  to  share  in  the  security  and  the  economies  of  the  modern  insur¬ 
ance  company. 

One  who  insures  his  life  obtains  the  protection,  service  and  se¬ 
curity  of  the  company.  One  who  makes  his  insurance  a  support 
during  the  lifetime  of  his  beneficiaries  perpetuates  that  protection, 
service  and  security  to  those  who  follow  him. 

(Applause.) 

(At  this  point  an  intermission  of  ten  minutes  was  taken,  during 
which  a  list  of  those  present  was  secured  upon  cards  distributed 
by  the  ushers  for  that  purpose.) 

The  Chairman  :  The  next  order  of  business  is  to  have  a  motion 
authorizing  the  Chairman  to  appoint  a  Committee  on  Resolutions. 

Mr.  Cox  :  I  make  such  a  motion. 

The  motion  was  duly  seconded  and  unanimously  carried. 

The  Chairman  :  The  next  speaker  was  to  be  Mr.  Cochran  of  the 
Pacific  Mutual  of  Los  Angeles ;  but,  unfortunately,  on  his  way  East, 
he  drifted  into  the  storms  in  Colorado.  We  have  been  hearing  from 
him  from  time  to  time,  but  we  will  have  to  postpone  his  paper  per¬ 
haps  until  the  afternoon  session. 
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The  next  speaker  is  a  gentleman  from  Boston,  Mr.  Childs,  the 
President  of  the  Columbian  National  Life  Insurance  Company. 
Air.  Childs  has  had  a  wide  experience  in  throwing  light  of  a  physical 
kind  upon  the  world,  and  I  am  sure  he  can  enlighten  us  upon  the 
subject  of  “The  Ultimate  Effect  of  an  Unrestricted  Right  to  Borrow 
on  Life  Insurance  Policies,  which  is  one  of  very  great  importance 
to  the  policyholder  and  one  of  very  serious  moment  to  the  whole 
system  of  life  insurance. 

It  gives  me  great  pleasure  to  introduce  Air.  Arthur  E.  Childs. 
(Applause.) 


THE  ULTIMATE  EFFECT  OF  AN  UNRESTRICTED  RIGHT 
TO  BORROW  ON  LIFE  INSURANCE  POLICIES 

Air.  Childs  spoke  as  follows: 

Air.  Chairman  and  Gentlemen : — Where  will  the  unrestricted 
right  to  borrow  on  policies  lead  us?  What  must  we  do  to  avoid 
being  led  into  an  undesirable  position  ?  The  percentages  which  pol¬ 
icy  loans  and  premium  notes  bear  to  total  Reserves  as  reported  by 
various  companies  in  the  Insurance  A  ear  Book  for  the  years  1888 
to  1912,  inclusive,  show  an  increase  from  3-3^  per  cent,  to  16.03 
per  cent.,  and  from  these  figures  the  curve  has  been  plotted  which 
accompanies  this  paper.  The  rapid  increase  evidenced  by  this  curve 
is  the  cause  of  the  increasing  apprehension  shown  by  insurance 
companies  during  the  last  few  years.  The  indications  are  that  the 
figures  for  1913  will  approach  at  least  18  per  cent.  Apology,  there¬ 
fore,  is  hardly  needed  for  again  taking  up  a  subject  about  which  so 
much  has  been  written.  W  hile  it  would  be  interesting  to  speculate 
from  the  course  of  the  curve  just  how  many  years  it  would  take, 
under  the  present  conditions,  for  the  percentage  of  Loans  to  Re¬ 
serves  to  reach  exceedingly  undue  proportions,  yet  the  present  rate 
of  increase  indicates  the  necessity  of  changing  these  conditions  at 
once,  and  to  this  end  we  should  turn  our  attention. 

. As  far  back  as  1845  the  participating  compa-  History 

nies  accepted  one-half  the  premium  on  their  poli¬ 
cies  in  cash  and  took  the  insured’s  note  for  the  remainder.  This 
note  was  a  lien  against  the  policy.  The  companies  expected  that 
the  dividends  declared  each  year  upon  these  policies  would  be  suffi¬ 
cient  to  take  care  of  these  notes  and,  therefore,  did  not  require  the 
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insured  to  meet  these  notes  at  a  definite  time.  These  dividends 
failed  to  meet  the  entire  amount  of  the  notes,  and  so  the  balance  was 
charged  against  each  contract.  In  1874  a  system  was  started  of 
consolidating  the  balance  of  these  notes  into  one  loan,  which  was 
made  against  the  reserve  on  the  policy. 

There  is  no  doubt  that  companies  made  individual  loans  to  policy¬ 
holders  during  most  of  this  period,  accepting  as  collateral  the  assign¬ 
ment  of  the  insured’s  policy  or  policies.  The  next  important 
development,  however,  took  place  about  1880,  when  one  of  the 
leading  companies  notified  its  agents  that  it  would  make  loans  on 
such  contracts  as  could  be  properly  assigned  to  the  company.  Four 
years  later  this  company  sent  out  what  it  called  its  “Perfected 
Policy,”  in  which  guaranteed  loan  values  were  granted  up  to  50  per 
cent,  of  the  reserve.  From  this  time  on,  until  the  Armstrong  Laws 
required  that  the  loan  privilege  be  placed  in  each  contract,  we  have 
had  a  rapid  development  of  this  privilege.  Companies,  in  their 
struggle  for  size  and  in  their  desire  to  issue  policies  that  could  be 
readily  sold  by  the  agents,  became  more  and  more  liberal  in  their 
offers,  and  even  went  so  far  as  to  instruct  their  agents  to  use  these 
liberal  policy  conditions  as  the  principal  talking-points  in  their  ef¬ 
forts  to  sell  insurance. 


Change  in 

Public 

Attitude 


The  attitude  of  the  insuring  public  in  regard 
to  the  insurance  business  was  materially  changed 
as  a  result  of  this  method  of  campaigning.  The 
institution  of  life  insurance  had  been  looked  upon 
as  a  sacred  institution,  teaching  man  the  necessity  of  providing  for 
his  family  and  his  own  old  age.  The  insurance  contract  had  been 
considered  as  a  tri-lateral  contract  between  the  insurance  company, 
the  insured,  and  the  beneficiary  named  in  the  contract,  with  the 
rights  accruing  thereunder  vested  solely  and  absolutely  in  the  bene¬ 
ficiary,  while  the  reserve  funds  accumulated  by  the  companies  had 
been  considered  as  an  accumulation  for  the  protection  of  the  policy¬ 
holders  as  a  whole,  and  not  as  a  collection  of  the  individual  deposits 
accumulated  against  each  policy. 

The  granting  by  the  companies  of  cash  and  loan  values  on  de¬ 
mand,  and  later  the  requirement  by  law  of  the  incorporation  of 
this  privilege  in  the  contract,  has  led  the  insured  to  believe  that  the 
reserve  fund  is  an  accumulation  of  individual  deposits  and  that  he 
is  entitled  to  his  share  of  these  deposits  whenever  he  sees  fit  to 
ask  for  it.  Moreover,  in  later  years  most  companies,  by  necessity 
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in  some  States,  but  by  choice  in  general,  have  written  their  con¬ 
tracts  with  right  of  revocation  of  the  beneficiary,  thus  making  the 
contract  an  agreement  between  the  company  and  the  insured  and 
absolutely  depriving  the  beneficiary  of  his  or  her  vested  rights. 

Finally,  the  courts  have  ruled,  in  view  of  the  cash  values  granted 
in  the  contracts  and  in  view  of  the  insured’s  right  of  revocation, 
that  the  contract  is  a  uni-lateral  contract,  thus  relieving  the  insured 

of  all  responsibility  on  his  part  and  leaving  him  free  to  do  with  his 
policy  as  he  pleases. 

From  the  standpoint  of  the  insured,  the  contract  now  stands  as 
a  codicil,  to  be  changed  at  will,  and  which  he  can  legally  surrender 
for  his  accrued  deposits  at  any  time  he  sees  fit. 

If  the  insurance  company  is  to  meet  this  situation,  it  must  per¬ 
form  three  independent  functions : 


First  -It  must  furnish  insurance  to  the  public  for  only  the  net 
amount  at  risk  in  each  case;  i.e.,  for  the  face  amount  of  the  policy 
less  the  reserve  accrued  thereon. 

Second— It  must  accumulate  the  reserve  on  each  policy,  which  is 
to  be  returned  to  the  insured’s  beneficiary  in  event  of  his  death,  or 
to  the  insured  himself  in  the  event  of  the  maturity  of  the  poficy, 
or  to  be  used  by  the  insurance  company  in  keeping  his  policy  in 


Third— It  must  hold  itself  in  readiness  to  return  this  fund  upon 
demand  to  the  insured  as  cash  or  in  form  of  a  loan. 

This  last  function,  especially  the  necessity  of  loaning  funds  to 
the  insured  upon  demand,  is  so  entirely  foreign  to  all  fundamental 
1  eas  of  insurance  as  to  make  it  a  pertinent  question  as  to  whether 
or  not  this  is  a  proper  function  to  demand  of  an  insurance  company. 

We  can  view  this  question  from  three  standpoints— from  the  legal 
stand,  from  the  moral  standpoint,  an'd  from  the  standpoint  of  the 
best  interests  of  the  insuring  public. 


Legal 

Standpoint 


There  is  no  question  but  that  the  law  at  the 
piesent  time  substantiates  the  present  view  of  in¬ 
surance.  As  a  matter  of  fact,  the  law  is  the  re¬ 
sult  of  this  view.  In  the  words  of  Mr.  J.  B.  Lunger,  “The  right  of 
■  e  lns“red  t0  an  equity  in  the  reserve  on  his  policy  finds  best  recog¬ 
nition  in  granting  loans  at  stated  times  upon  reasonable  conditions  ” 
he  fact  that  the  law  is  the  result  of  the  present  public  viewpoint, 
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however,  is  an  encouraging  feature  in  that  if  the  public  views  on 
the  subject  be  changed,  then  we  can  have  hopes  of  a  modification  in 
the  legal  status  of  the  matter. 


Moral 

Standpoint 


Although  we  allow  that  the  accumulation  of  the 
reserve  fund  is  made  up  from  the  insured’s  de¬ 
posits,  yet  we  do  not  admit  his  inherent  right  to 
borrow  on  this  fund.  This  reserve  is,  as  a  matter  of  fact,  a  part 
of  the  protection  which  the  insured  is  providing  for  his  family  and 
for  the  necessities  of  his  own  old  age,  and  for  which  a  part  of  his 
premium  is  annually  paid. 

The  insurance  company,  then,  should  see  to  it  that  these  funds 
deposited  with  it  for  the  avowed  purpose  of  protection  should  not 
be  used  for  any  other  purpose.  The  account  in  a  savings  bank  is 
the  accumulation  of  a  man’s  deposits,  yet  no  one  would  think  of 
requiring  a  savings  bank  to  loan  to  each  depositor  the  whole  or  any 
part  of  his  deposits  at  a  definite  rate  of  interest.  These  funds  are 
considered  sacred,  as  representing  the  hard-earned  savings  of  the 
individual.  Yet  are  not  deposits  made  for  the  protection  of  one’s 
family  far  more  sacred  ?  Should  not  such  funds  be  more  zealously 
guarded  against  the  dangers  of  withdrawal  on  demand  than  the  de¬ 
posits  in  a  savings  bank  ? 

In  subjecting  this  fund  to  loans,  life  insurance  companies  have 
left  it  open  to  any  whimsical  desires  of  the  insured,  and  already 
too  serious  inroads  have  been  made  upon  it.  Too  often  these  loans 
have  been  made  without  the  knowledge  or  consent  of  the  family 
interested,  while  the  sorrow  brought  upon  the  families  of  those 
who  intended  to  repay  their  loans — but  did  not — can  best  be  testi¬ 
fied  to  by  those  present  who  have  had  the  care  of  this  business  in 
their  charge.  The  average  man  hesitates  before  he  surrenders  his 
policy,  but  when  he  takes  a  loan  and  thus  unknowingly  or  wilfully 
destroys  a  part  of  his  insurance  protection,  thinking  that  he  will 
some  time  or  other  pay  it  back,  he  does  not  realize  that  out  of  one 
hundred  people  who  have  done  the  same  less  than  ten  ever  repay. 
It  is  against  such  inroads  that  we  are  morally  bound  to  protect  the 
business,  if  life  insurance  is  to  continue  to  hold  the  place  in  public 
confidence  that  it  holds  to-day. 

There  are  many  reasons  why  the  best  interests 
of  the  public  demand  that  the  insurance  companies 
guard  with  more  care  this  reserve,  upon  which 
they  are  now  freely  granting  loans. 


Interest  of 
the  Public 
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First — The  temperament  of  the  American  pub- 
lie  differs  from  that  which  one  finds  elsewhere.  ^HE  American 
This  country  is  a  new  country,  where  develop-  Temperament 
ment  has  been  very  rapid,  where  opportunity  to  make  money  is 
ever  presenting  itself,  and  where  the  ruling  ambition  is  to  acquire 
wealth.  In  such  a  country  temptations  are  constantly  arising,  urging 
men  to  invest  all  their  available  funds  in  enterprises  which  may  or 
may  not  be  profitable.  In  such  a  country  this  tendency  naturally 
and  easily  leads  men  to  desire  to  avail  themselves  of  all  ready  means 
to  procure  funds  to  put  into  such  inviting  ventures.  Therefore,  it 
behooves  the  insurance  companies  to  guard  their  insurance  funds 
against  the  ravages  of  such  a  temperament. 

I  once  heard  a  business  man,  who  was  connected  with  the  insur¬ 
ance  business,  say  that  during  the  panic  of  1907,  when  the  prices 
of  various  stocks  and  bonds  were  so  low  that  they  offered  the  great¬ 
est  temptation  for  investment  and  speculation,  that  nothing  kept 
him  from  asking  for  a  loan  of  $50*000  against  his  large  insurance 
policies  but  his  close  connection  with  the  business  and  his  conse¬ 
quent  realization  of  the  sacred  purpose  for  which  these  funds  had 
been  pledged. 

Because  the  insuring  public  has  not  this  realization  of  the  sacred 
purpose  for  which  these  funds  have  been  pledged,  and  because  it 
is  not  closely  connected  with  the  business,  it  is  necessary  for  the 
insurance  companies  to  do  all  in  their  power  to  prevent  the  hypothe¬ 
cation  of  these  funds,  and  to  see  to  it  that,  as  far  as  possible,  they 
be  solely  used  for  the  purpose  of  protecting  old  age  against  poverty 
and  dependents  against  want. 

Second — We  have  in  this  country  an  extra va- 
gant  public,  probably  the  most  extravagant  public  Public  and 
in  the  most  extravagant  age.  The  very  people  Private 

who  are  living  up  to  and  even  beyond  their  in-  Extravagance 
comes,  depending  upon  their  insurance  for  the  future  protection  of 
their  families,  are  the  very  people  who  are  mortgaging  their  in¬ 
surance  just  as  soon  as  the  deposits  are  large  enough  to  satisfy  some 
of  their  more  expensive  desires.  They  either  forget  the  original 
purpose  for  which  they  took  the  insurance  or  they  allow  their  selfish 
desires  for  temporary  enjoyment  to  outweigh  their  appreciation  of 
the  necessity  for  providing  for  the  future.  Under  such  conditions 
the  best  interests  of  the  public  demand  that  we  make  it  more  diffi¬ 
cult  for  the  insured  to  hypothecate  these  funds. 
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Change  in 
System 
Necessary 
from  Company 
Standpoint 


Third — Our  present  system,  moreover,  of 
granting  loans  upon  demand  is  apparently  so 
incompatible  with  the  other  functions  of  life 
insurance  that  a  change  in  the  system  is  neces¬ 
sary  from  the  standpoint  of  the  companies 
themselves. 

Twenty  billion  dollars  of  insurance  in  force  is  provided  by  the 
250  companies  organized  in  this  country,  and  upon  the  satisfactory 
maturity  of  these  policies  stands  the  success  of  the  insurance 
business. 

The  companies  have  accepted  these  obligations,  not  with  the  ex¬ 
pectation  of  being  called  upon  to  fulfill  them  to-day  or  to-morrow, 
but  with  the  idea  that  the  majority  will  run  for  many  years.  It 
is  quite  necessary,  then,  in  order  that  the  companies  may  be  as¬ 
sured  of  their  ability  to  fulfill  these  contracts  when  they  fall  due, 
that  they  be  allowed  to  invest  their  funds  in  such  securities  as  will 
give  an  adequate  return  over  a  long  period  of  years  and  yet  at  the 
same  time  ofifer  sufficient  guarantee  for  future  maturity. 

Such  funds  are  of  an  entirely  different  character  from  those 
adapted  to  meet  sudden  and  uncertain  maturities.  The  two  classes 
of  investments  cannot  be  made  commensurate.  In  requiring  the  in¬ 
surance  companies,  then,  in  their  investment  policies  to  meet  these 
two  situations,  we  are  interfering  with  the  free  employment  of  their 
reserve  funds  in  their  efforts  to  obtain  the  greatest  possible  financial 
stability. 

Moreover,  the  ever-increasing  amount  of  loans  accumulating 
against  insurance  policies  is  inimical  to  the  best  interests  of  the  busi¬ 
ness  itself.  No  well-managed  bank  would  make  all  of  its  loans  to 
its  own  depositors,  for  the  calling  of  a  loan  in  a  tight  money  market 
would  always  mean  the  withdrawal  of  the  deposit  to  pay  the  loan. 
All  sound  banks  make  a  good  proportion  of  their  loans  to  outsiders, 
which  loans  can  be  called  without  disturbing  the  deposits. 

No  more  should  an  insurance  company  allow  a  large  proportion  of 
its  reserve  to  be  invested  in  policy  loans,  lest  when  hard  times  come 
and  the  insured  find  it  impossible  to  pay  their  premiums  they  lapse 
their  policies. 

Most  of  our  companies  are  comparatively  young,  but  the  time  will 
come  when  we  will  be  old,  when  the  percentage  of  new  business  to 
old  business  will  of  necessity  be  comparatively  small.  If  a  company 
when  this  time  comes  finds  itself  with  a  large  proportion  of  its  assets 
invested  in  policy  loans,  and  there  is  added  to  this  the  least  suspicion 
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against  the  integrity  of  the  institution  itself,  it  would  have  to  face 
an  exceedingly  difficult  and  embarrassing  situation. 

Of  course,  it  is  true  that  the  loans  outstanding  to-day  represent 
the  accumulation  of  the  loans  made  through  a  long  period  of  years 
rather  than  any  demand  by  policyholders  for  a  large  number  of 
cans  m  any  one  year-  They  have  consequently  been  made  by  the 
companies  from  their  current  income  and  maturities,  and  have  inter¬ 
fered  with  their  general  investment  policy  to  the  extent  that  the 
funds  thus  annually  used  for  loans  to  policyholders  have  not  been 
free  for  other  types  of  investment.  Also  while  there  may,  and  doubt¬ 
less  will  be  continued  increase  in  the  percentage  of  reserves  loaned 
to  policyholders,  yet  if  the  companies  take  steps  somewhat  in  line 
wi  t  e  suggestions  made  in  this  paper,  we  need  not  anticipate  that 

oans  will  ever  constitute  the  greater  part  of  the  investments  of  a 
liie  insurance  company. 

,  ^  m.y  fairly  claimed  that  the  smaller  policyholders  are  not 
the  guilty  ones,  but  rather  the  larger  policyholders.  The  amount 
at  the  disposal  of  the  individual  who  has  a  large  policy  is  of  suffi¬ 
cient  moment  for  him  to  turn  to  it  in  time  of  need.  The  member- 

S;r  ,alJj  1  e  lnsurance  company,  however,  is  made  up  in  general 
of  the  holders  of  smaller  policies,  in  amounts  running  from  one  to 
ve  thousand  dollars.  These  policyholders  have  on  the  average  a 
very  sma  1  amount  which  would  be  available  for  loans,  and  as  they 
are  largely  individuals  not  engaged  in  trade  for  themselves,  and 

thVe  vm,USrntSS  CaU  f°r  l0anS’  °r  are  farmers  scattered  throughout 
e  width  of  the  nation,  they  represent  a  class  largely  unaffected  by 

periods  of  financial  stringency,  and  should  be  of  a  type  unlikely  to 
rrow,  unless  it  is  in  small  amounts  for  the  payment  of  premiums. 
Some  claim  that  policy  loans  do  not  increase  lapses,  but  on  the 
contrary  keep  policies  in  force,  which  otherwise  would  surrender 
and  there  is  no  doubt  merit  in  the  claim.  We  must  admit,  however’ 
ia  m  many  cases  loans  made  against  insurance  policies  for  pur¬ 
poses  other  than  paying  the  premium  are  unnecessary  P 

We  k”°W  that  Per  cent  of  these  loans  are  never 

repaid  the  principal  reason  for  which  fact  is  found  in  the  lack  of 

intmnce  g  7  ^  mSUre<1  °f  fundamental  Principles  of  life 

Companies  must  invest  their  reserves  accumulated  from  the 
premuim  payments  of  the  insured  in  order  that  the  level  premiums 
c  arged  by  them  will  be  adequate  to  meet  the  obligations  undertaken 
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This  is  perfectly  plain  to  you  because  you  understand  the  business, 
but  the  insured  does  not  understand  the  business.  He  has  been 
trained  first  through  our  agents  and  then  by  law  to  believe  that  this 
fund  is  his  own  property,  and  when  we  charge  him  interest  upon  a 
loan  made  against  the  fund,  he  feels  that  we  are  charging  him  for 
the  use  of  his  own  money,  so  he  still  borrows  the  limit,  may  then 
lapse  his  contract,  and  more  often  than  not  feels  that  he  has  been 
improperly  treated. 

The  present  method  of  training  agents  to  point  out  to  policyholders 
the  readiness  with  which  they  can  obtain  loans  on  their  policies  may, 
if  continued,  undermine  the  very  foundations  on  which  is  built  the 
beneficent  system  of  life  insurance. 

Our  mutual  institutions  have  further  to  consider  whether  an 
injustice  is  not  done  their  policyholders  in  granting  them  loans.  This 
point  has  been  so  well  covered  by  Mr.  J.  R.  Clark  that  I  am  taking 
the  liberty  of  quoting  his  arguments.  Loans  on  demand  at  definite 
rates  of  interest  in  all  parts  of  the  country,  made  by  mutual  com¬ 
panies,  restricted  only  by  the  amount  of  the  reserve  under  the  con¬ 
tract  used  as  collateral,  discriminate: 

ist — Against  the  company  in  favor  of  the  banks  when  rates 
are  low. 

2d — In  favor  of  the  borrowing  policyholder,  for  it  enables  him  to 
borrow  at  the  bank  when  money  is  plenty,  or  on  his  policy  when 
money  is  scarce. 

3d — In  favor  of  borrowing  policyholders  residing  in  high-rate 
territory. 

4th — In  favor  of  borrowing  policyholders  by  destroying  the  prin¬ 
ciple  of  supply  and  demand. 

In  a  mutual  organization,  practices  which  benefit  a  few  at  the 
expense  of  the  whole  should  be  eliminated.  The  loan  privilege  under 
its  present  conditions  appears  to  benefit  at  the  expense  of  all  mem¬ 
bers  those  who  borrow  on  their  policies. 

Review  shying*  then,  the  present  standing  of  policy 

loans  in  this  country,  we  find  that  the  law  looks 
upon  as  private  property  funds  accumulated  from  premiums  deposited 
with  insurance  companies  for  the  protection  of  families.  Further¬ 
more,  the  law  declares  that  the  net  accumulation  of  these  funds  can 
be  withdrawn  at  will  by  the  policyholder.  That  this  is  to  his  ultimate 
detriment,  that  it  leads  to  the  injury  of  the  business,  cannot  be  gain- 
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said.  The  immediate  effect  of  this  attitude  is  shown  in  the  ever 
increasing  ratio  of  policy  loans  and  premium  notes  to  reserves. 


Cause 


We  have,  however,  none  to  blame  for  this  con¬ 
dition  but  ourselves.  In  reviewing  the  history  of 
policy  loans  we  find  that  it  always  has  been  the  companies  who  have 
taken  the  initiative  in  the  matter.  When  the  laws  required  no  loans, 
they  gave  50  per  cent,  of  the  reserve ;  when  they  required  50  per 
cent,  of  the  reserve,  they  gave  more;  and  when  they  required  95  per 

cent,  of  the  cash  value,  they  went  the  limit  and  gave  100  per 
cent. 


The  Ultimate  Effect  of  an  Unrestricted  Right 
to  Borrow  on  Life  Insurance  Policies  will  be  de-  Remedies 

termined  largely  if  not  entirely  by  the  attitude  taken  by  the  com¬ 
panies  from  this  time  on,  just  exactly  as  the  present  condition  is  the 
result  of  the  attitude  of  the  companies  in  the  past. 

The  future  legal  status  of  a  personal  equity  in  an  insurance  con¬ 
tract  will  depend  upon  the  education  of  the  public,  and  this  will 
depend  upon  the  companies  and  their  representatives. 

The  moral  side  of  the  question  will  always  be  the  same.  Hard- 
earned  savings  deposited  with  the  companies  for  the  protection  of 
widows  and  orphans  or  for  the  necessities  of  old  age  can  never 
morally  be  subjected  to  the  whimsical  demand  for  loans.  The  prac¬ 
tical  side  of  the  question  will  be  just  what  we  make  it.  The  future 

course  taken  by  the  curve  will  depend  upon  the  position  taken  by  our 
companies  to-day. 

Many  are  trying  to  meet  the  situation  by  raising  the  interest  rate 
from  5  to  6  per  cent,  and  by  allowing  the  companies  a  leeway 
of  sixty  or  ninety  days  in  making  loans.  If  the  companies  are 
allowed  and  will  take  advantage  of  these  remedies  they  will  help  the 
situation.  Yet  the  real  causes  are  more  fundamental  and  we  need 
to  go  deeper  to  meet  the  situation. 

We  must  impress  upon  the  insuring  public  the  necessity  of  keep¬ 
ing  its  insurance  inviolate,  that  the  reserves  accumulated  against  the 
contracts  are  a  part  of  this  insurance  protection  and  should,  there¬ 
fore,  be  kept  intact,  used  only  for  the  protection  for  which  they 
were  originally  pledged. 

How  then  are  we  to  thus  educate  the  public  ? 

In  the  first  place  we  can  do  this  by  making  the  loan  a  real  loan, 
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a  promise  to  pay  at  a  definite  time.  Such  an  obligation  will  impress 
upon  the  borrower  the  necessity  of  repaying  his  loan. 

The  experience  in  my  company  with  premium  notes,  which  are 
personal  obligations,  has  been  very  satisfactory,  and  I  feel  that  we 
can  get  the  same  result  by  making  policy  loans  personal  obligations. 

In  the  second  place,  these  personal  obligations  should  be  made 
with  a  promise  to  pay  at  a  definite  time  and  thus  take  their  place  in 
the  financial  world  with  other  personal  obligations  adequately  se¬ 
cured.  Let  the  rate  charged  depend  upon  the  price  of  money  in  the 
particular  locality  and  for  the  definite  time  the  loan  has  to  run. 
The  ever-present  economic  play  of  money  finding  its  level  will  pre¬ 
vent  such  a  method  from  working  any  hardship  upon  the  borrowing 
policyholders. 

In  the  third  place  we  should  improve  the  character  of  the  service 
which  we  are  furnishing  the  public  through  our  agents. 

Companies  in  the  past  have  exerted  their  greatest  efforts  to  place 
new  business  upon  the  books.  The  greater  part  of  the  expense  of 
conducting  the  business  has  been  in  this  direction.  We  have  all 
been  so  intent  upon  the  pursuit  of  obtaining  new  business  that  we 
have  lost  sight  of  the  duty  we  owe  to  our  present  policyholders. 

We  have  all  recognized  the  necessity  of  converting  the  public  to 
life  insurance  through  personal  solicitation,  but  we  have  forgotten 
that  this  same  personal  solicitation  is  quite  as  necessary  to  keep  the 
insured  with  us.  Somehow  or  other  we  have  felt  that  we  have  done 
our  duty  when  we  have  sent  the  policyholder  a  pamphlet  telling  him 
how  much  he  is  losing  in  parting  company  with  us. 

We  are  in  need  of  agents  who  stay  with  us  long  enough  to  clearly 
understand  our  aims — a  representative  man  in  his  town,  in  whom 
the  townspeople  have  confidence. 

^  The  agent  should  be  taught  to  sell  insurance  and  not  policy  pro¬ 
visions.  \\  e  are  in  the  business  of  furnishing  indemnity  against  the 
loss  of  an  earning  capacity.  Incidental  with  this  business,  as  a  result 
of  the  method  employed,  we  are  compelled  to  accumulate  a  reserve 
fund,  properly  invested,  for  the  protection  of  this  indemnity  at  the 
price  offered..  Our  agents  should  be  taught  to  sell  this  protection 
and  not  the  right  to  destroy  this  protection. 

The  agent  should  be  taught  to  realize  that  his  duty  to  the  insured 
does  not  cease  with  the  payment  of  the  first  premium,  that  he  is  the 
man  to  whom  the  insured  looks  for  good  advice  and  he  is  the  one 
man  to  prevent  unnecessary  loans  by  reconverting  the  insured  and 
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save  the  necessary  loans  by  persuading  the  insured  to  pay  back  as 
they  can. 

Our  home  offices  should  be  in  a  position  to  help  such  agents  with 
suggestions  in  individual  cases  as  the  necessities  of  the  cases  seem 
to  demand,  and  we  should  ever  be  working  in  conjunction  with  our 
agents  to  the  end  that  these  inroads  made  upon  our  reserve  funds  be 
repaid  as  soon  as  possible. 

In  conclusion,  then,  the  real  remedy  for  the  present  evil  of  policy 
loans  is  found  in  the  fundamental  idea  of  life  insurance,  the  essence 
of  which  is  true  service  offered  to  the  public  in  granting  indemnity 
for  loss  of  earning  capacity,  and  the  nearer  we  approach  the  ideal 
of  true  service  in  all  departments  of  this  great  business,  the  greater 
will  be  the  effect  in  lessening  the  present  unprecedented  tendency 
to  borrow  on  policies, — a  tendency  which  if  allowed  to  go  unchecked 
may  become  a  strong  and  perhaps  powerful  disintegrating  force. 
(See  footnote.) 

The  Chairman  :  Gentlemen,  I  see  that  Mr.  Cochran  has  finished 
that  arduous  voyage  which  we  spoke  of,  and  I  will  now  call  upon 
him  to  read  his  paper  on  “Life  Insurance  as  an  Aid  to  Business.” 
(Applause.) 

LIFE  INSURANCE  AS  AN  AID  TO  BUSINESS 

Mr.  Cochran  spoke  as  follows: 

Mr.  Chairman  and  Gentlemen : 

The  present  age,  especially  in  the  United  States,  is  extremely  sci¬ 
entific  and  also  extremely  practical.  The  whole  force  of  the  Ameri¬ 
can  people  seems  to  be  directed  toward  the  application  of  scientific 
knowledge  in  the  most  effective  manner  to  produce  practical  and  use¬ 
ful  results.  The  trend  of  the  age  in  this  country  at  least  is  toward 
improved  efficiency  and  perfection  in  all  fields  of  human  effort.  In 
politics  we  have  idealists  straining  after  the  ideal  form  of  govern¬ 
ment  ;  in  church  and  religious  enterprises  we  see  a  strenuous  attempt 
toward  perfecting  organization  and  producing  adequate  returns,  and 
in  business  this  is  especially  true ;  in  fact,  business  is  the  one  field 
of  practical  endeavor  in  the  United  States  which  has  to  some  extent 
attained  its  ideal.  We  are  essentially  a  business  nation,  and  the  re- 

Note. — Further  consideration  of  the  subject  of  policy  loans  appears  in  the 
appendix,  which  contains  statistical  tables,  showing  the  steady  growth  in  the 
ratio  of  such  loans  to  reserves  and  also  indicating  the  variation  of  the  ratio 
in  different  sections  of  the  country. 
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markable  progress  and  prosperity  of  our  great  country  is  largely  ow¬ 
ing  to  the  success  of  its  business  methods. 

Before  entering  on  the  general  question  of  life  insurance  as  an 
aid  to  business  I  would  like  to  make  a  few  remarks  in  defense  of 
what  may  be  termed  business  thrift  and  money  making. 

Within  the  last  few  years  in  the  United  States,  under  the  leader¬ 
ship  of  many  public  men,  special  emphasis  has  been  placed  upon 
the  value  of  human  life  and  the  necessity  of  caring  for  men  and 
women  and  children  regardless  of  cost.  There  has  been  created 
a  sentiment  that  it  is  the  duty  of  the  State  and  nation  to  see  to  it 
that  all  people  enjoy  the  comforts  of  life  regardless  of  their  ability 
to  work  or  to  furnish  the  same  for  themselves.  We  read  a  great  deal 
in  the  press,  in  current  literature  and  in  political  speeches  that  here¬ 
after  mere  matters  of  money  or  business  are  not  going  to  receive  any 
consideration  whatsoever  in  comparison  with  the  personal  welfare 
of  the  citizen.  All  the  poor,  whether  deserving  or  not,  in  every 
State  must  be  provided  with  food  and  lodging  and  pensions  and 
suitable  work  and  everybody  must  be  made  happy  and  comfortable 
regardless  of  cost.  In  other  words,  it  is  the  intenton  to  bring  about 
the  millennium  or  a  return  of  the  Golden  Age  by  force  of  law,  and 
for  this  purpose  to  concentrate  all  the  legislative  powers  of  the  na¬ 
tion  and  States  to  bring  about  this  truly  Utopian  condition  of  uni¬ 
versal  happiness. 

Of  course  there  is  no  person  in  the  civilized  world  who  would  not 
welcome  such  a  happy  condition  of  society,  and  yet  no  thinking  per¬ 
son  can  regard  this  movement  without  grave  apprehension  as  to 
whether  it  can  be  brought  about  in  the  manner  proposed,  or  whether 
the  resources  of  the  nation  will  be  sufficient  to  sustain  the  enormous 
cost. 

This  talk  has  become  so  general  that  every  person  in  the  country 
is  familiar  with  it,  and  it  is  therefore  unnecessary  to  attempt  to  elabo¬ 
rate  it  further.  It  may  be  it  comes  as  a  reaction  against  the  intense 
application  of  our  people  to  business  and  money  making.  This  new 
theory  of  civic  life  carries  with  it,  however,  another  side,  which  is 
changing  the  fundamental  economic  beliefs  of  the  country,  and  if  per¬ 
sisted  in  will  result  in  disaster,  viz.,  the  disregard  of  the  business  and 
commercial  interests  of  the  nation,  and  an  unnecessary  and  false 
criticism  of  the  men  and  women  who  are  doing  the  hard  work  of  the 
country,  and  by  forethought  and  thrift  endeavoring  to  accumulate 
property.  No  one  questions  the  value  of  human  life  nor  the  de¬ 
sirability  of  improving  conditions  under  which  we  live,  nor  does  any 
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one  question  the  desirability  of  taking  care  of  the  poor,  the  aged  and 
the  helpless  by  means  of  pensions  and  any  other  method  which  may 
be  devised ;  but  the  fact  remains,  however,  that  there  is  a  cost  to  all 
of  these  things,  and  if  one  man  lives  in  idleness  or  helplessness  an¬ 
other  man  must  not  only  support  himself  but  do  extra  work  to  pro¬ 
vide  for  the  support  of  the  helpless  man.  If  this  new  plan  to  pro¬ 
mote  the  comfort  of  the  race  is  pushed  to  the  extreme,  it  necessarily 
involves  a  splendid  business  organization  to  produce  the  necessary 
money  and  credit  to  meet  the  expense.  Hence  the  folly  of  the  pro¬ 
moters  of  the  new  movement  in  attacking  the  business  traditions  of 
the  country  and  indirectly  destroying  the  credit  of  the  men  who  have 
built  up  the  commercial  supremacy  of  the  United  States.  The  con¬ 
servation  of  human  life  necessarily  involves  the  conservation  of  the 
brain  and  business  genius  of  the  country  to  enable  these  philan¬ 
thropic  enterprises  to  be  carried  out.  So,  admitting  that  the 
new  gospel  is  good,  the  promoters  of  it  should  also  promote 
the  thrift  and  business  interests  of  the  country  at  the  same 
time,  for  the  promotion  of  the  first  enterprise  is  absolutely  hopeless 
without  the  co-operation  of  the  business  interests.  We  have  here¬ 
tofore  held  the  belief  that  industry,  integrity,  hard  work  and  business 
ability  form  the  only  basis  for  prosperity,  and  that  the  unparalleled 
progress  of  this  great  nation  and  the  unusual  comforts  enjoyed  by 
even  the  poorest  of  its  people  are  the  result  of  the  business  ability, 
energy,  thrift  and  hard  work  and  high  moral  tone  of  its  business 
men,  and  in  the  business  class  I  would  include  not  only  the  mercan¬ 
tile  class  but  the  farmers  and  all  others  who  work,  not  only  with 
their  hands  but  with  their  brains  as  well.  In  fact,  this  is  the  basis 
of  our  prosperity,  and  no  one  can  gainsay  it.  The  business  man  is 
the  hope  of  this  country,  and  our  happiness  rests  upon  his  suc¬ 
cess. 

Money  and  dollars  in  themselves  mean  very  little ;  but  they  stand 
for  a  great  deal,  and  no  nation  or  people  who  disregard  money  and 
dollars  and  what  they  represent  can  prosper.  Money  represents 
thrift,  forethought  and  work.  This  thought  is  imbedded  in  the  wis¬ 
dom  of  all  nations.  A  man  who  lives  from  hand  to  mouth  has  no 
money  and  seemingly  does  not  know  the  value  of  money,  but  the 
man  who  uses  his  time  and  labor  that  he  may  eat  and  live  indepen¬ 
dently  in  his  old  age  saves  money  and  is  wise  and  apparently  has 
learned  its  value.  Thrift,  hard  work  and  steady  effort  may  be  pleas¬ 
ing  to  some  people,  but  not  to  all.  We  are  all  somewhat  naturally 
lazy,  and  if  left  to  ourselves  would  probably  live  at  ease  with  as 
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little  effort  as  possible;  hence  there  must  be  some  motive  to  make 
us  work  and  save  money  and  gather  together  property  for  future 
use.  It  is  not  necessary  to  tell  any  one  why  we  should  be  thrifty, 
saving  and  industrious.  We  all  know  why.  We  work  that  we  may 
eat  and  take  care  of  those  dependent  on  us,  provide  for  our  old  age 
and  have  the  wherewithal  to  enjoy  life.  In  our  legislative  attempts 
to  alleviate  poverty  we  must  be  careful  lest  we  destroy  the  motive 
for  industry.  When  the  State  guarantees  to  all  of  us  a  comfortable 
living,  what  care  the  most  of  us  for  old  age  and  those  dependent 
on  us.  Whether  we  save  or  not,  all  will  be  provided  for.  In  order 
that  all  may  live  in  comfort  it  would  seem  necessary  that  all  capable 
of  work  must  labor,  because  the  burdens  of  the  laborers  are  being 
increased  by  imposing  upon  them  the  duties  of  caring  for  everybody. 
Hence  it  would  seem  as  the  laws  increase  which  make  us  take  care 
of  everybody,  so  must  new  laws  be  enacted  to  compel  everybody  to 
be  industrious,  because  those  who  work  will  under  these  new  con¬ 
ditions  be  compelled  not  only  to  work  for  themselves  but  to  work 
for  others.  The  future  under  these  new  duties  and  new  theories 
will  require  a  wonderful  business  organization,  and  therefore  busi¬ 
ness  methods  and  business  training  and  business  doctrines  must  be 
encouraged,  for  on  the  success  of  true  business  laws  and  industry 
will  depend  the  success  of  our  new  social  program.  Politics  and 
legislation  must  be  conducted  along  good  business  lines  and  on  true 
business  principles,  or  else  all  of  the  new  social  theories  and  hopes 
will  come  to  naught.  We  must  develop  a  hard-working,  saving,  in¬ 
dustrious  people,  and  praise  and  magnify  the  gospel  of  thrift  and 
business,  or  else  face  inevitable  ruin  and  universal  poverty. 

If  we  wish  to  see  these  new  ideas  and  philanthropic  purposes  suc¬ 
cessfully  carried  out  we  must  reaffirm  our  own  economic  beliefs  as 
to  the  necessity  and  usefulness  of  thrift  and  hard  work,  and  also 
once  more  place  a  real  value  even  upon  mere  matters  of  money. 
Undoubtedly  there  is  much  room  for  improvement  in  social  condi¬ 
tions  of  modern  life,  but  it  may  as  well  be  acknowledged  first  as  last 
that  there  is  a  limit  to  what  can  be  done,  and  that,  as  I  have  said 
before,  without  the  aid  of  business  method  and  honest  industry, 
practically  nothing  can  be  done. 

d  he  theory  of  insurance  is  to  so  spread  the  risk  that  in  case  of 
loss  by  any  one  individual  a  very  small  contribution  from  all  the 
others  (in  fact,  so  small  that  it  does  not  materially  affect  them) 
makes  good  the  loss  sustained  by  the  aforesaid  individual.  This  is 
the  same  theory  which  civilization  is  trying  to  apply  to  all  the  affairs 
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of  life,  with  the  hope  that  in  due  time  all  of  the  ills  and  misery  of 
the  whole  world  will  be  thus  alleviated. 

Until  within  recent  years  life  insurance  has  been  urged  largely  as 
a  means  of  domestic  protection.  The  husband  is  urged  to  insure  for 
the  benefit  of  his  wife  and  children  or  for  those  dependent  upon  him, 
and  the  business  of  life  insurance  itself  has  been  commended  largely 
as  a  protection  to  the  family.  However,  a  new  field  has  now  opened 
up,  and  life  insurance  is  being  urged  as  a  protection  for  business 
interests.  And  it  is  to  this  latter  form  that  I  especially  desire  to  di¬ 
rect  your  attention.  Business  insurance  is  most  commonly  discussed 
under  the  head  of  partnership  insurance,  where  a  number  of  part¬ 
ners  are  jointly  insured  under  one  policy  which  matures  on  the  death 
of  any  member  of  the  firm,  thus  compensating  the  partnership  for 
the  loss  of  the  service  of  one  of  its  members.  It  has  also  been  con¬ 
sidered  under  the  head  of  corporation  insurance,  where  a  corporation 
carries  a  policy  on  one  or  more  of  its  prominent  officers  or  employes 
to  compensate  itself  in  case  of  death.  The  principle  of  insurance 
in  business  is  universally  approved  as  far  as  fire  insurance  is  con¬ 
cerned,  but  only  partially  in  regard  to  life  insurance,  and  yet  it  would 
seem  that  the  loss  of  the  manager  of  a  business  by  death  is  just  as 
serious  as  the  loss  of  the  property  of  the  business  by  fire;  and  the 
prudent  man  would  do  well  to  protect  himself  against  both  risks. 
My  own  opinion  is  that  the  principal  use  of  business  insurance  is 
to  insure  the  life  of  the  partner,  officer  or  employe  to  the  extent  of 
the  value  which  his  life  represents  to  the  business,  whether  such 
business  is  incorporated  or  carried  on  as  a  partnership.  In  fact,  I 
believe  it  is  a  greater  advantage  to  the  business  to  insure  each  man 
to  the  extent  of  the  value  which  he  represents  rather  than  to  group 
two  or  three  men  together.  If  the  lives  of  three  men  are  valuable 
to  the  business,  why  take  out  a  policy  compensating  the  business  for 
the  loss  of  any  one  of  the  three?  Why  is  it  not  more  prudent  to 
take  out  a  policy  covering  the  loss  of  all  three  lives  as  they  severally 
occur?  It  is  generally  accepted  among  business  men  that  the  success 
of  any  business  depends  very  largely  upon  good  management,  and 
good  management  depends  largely  upon  the  manager,  and  hence  the 
success  or  failure  of  the  business  is,  generally  speaking,  a  personal 
matter,  depending  as  it  does  upon  the  value  of  the  manager  himself. 
Countless  examples  could  be  cited  to  prove  this  statement.  Every 
business  man  can  from  his  own  experience  and  observation  call  to 
mind  enough  examples  of  business  success  or  failure  to  prove  the 
statement.  Many  business  enterprises  have  started  out  side  by  side. 
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Strange  to  say,  the  one  with  the  largest  capital  or  the  biggest  oppor¬ 
tunities  has  not  always  succeeded.  The  smaller  one  with  less  capital 
and  fewer  opportunities  and  more  handicapped  in  a  dozen  ways 
t  an  its  larger  and  more  substantial  rival  has,  by  the  benefit  of  good 
management,  made  a  conspicuous  success.  The  only  way  to  protect 
a  business  against  the  loss  of  good  management  is  either  to  replace 
t  e  deceased  manager  by  another  one  equally  good,  or,  if  possible, 
to  cover  the  loss  by  the  proceeds  of  a  life  insurance  policy. 

In  case  of  the  death  of  the  manager  of  a  business,  for  example  the 
payment  to  the  business  of  a  substantial  sum  proportionate  to’  the 
interest  involved,  say,  $25,000  or  $50,000,  places  the  business  in  pos¬ 
session  of  an  emergency  fund  with  which  it  can  secure  even  at  in¬ 
creased  cost  a  temporary  or  new  manager  to  tide  over  its  affairs.  It 
a  so  places  m  its  possession  a  fund  to  meet  pressing  financial  obli- 
gatnons  or  to  reassure  any  of  its  creditors  who  may  be  alarmed  by 
e  death  of  the  manager.  It  also  reassures  the  surviving  men  in 
the  business  and  relieves  them  from  much  worry  and  anxiety. 

e  value  of  life  insurance  in  connection  with  business  interests 
is  so  obvious  that  any  argument  to  prove  the  proposition  seems  com- 
monpace.  Nevertheless,  it  is  sometimes  a  good  thing  to  talk  over 
even  commonplace  matters  and  to  give  them  some  of  the  attention 
and  consideration  which  they  seldom  receive. 

,  Lft,UkS  consider  as  a  sample  illustration  a  business  enterprise  con- 

fnd  R  -oy  m,  Part,nerS’  Wh°m  We  Wiil  desi?nate  as  J°n«,  Smith 
.'  .  .  ,lkey  have  a  manufacturing  business  and  operate  on 

a  joint  capital  of,  say,  two  hundred  thousand  dollars.  Brown  is  the 

funis'  t  ^  fir”  ,Snd  °PerateS  *e  faCt°ry’  °versees  the  work  and 
-  ou  e  goods  ready  for  sale.  Smith  is  the  salesman.  He 

knows  how  and  where  to  sell  the  goods,  and  we  of  the  business 

world  appreciate  the  fact  that  the  man  with  the  ability  to  sell  thine 

.s  about  the  most  valuable  man  in  any  line  of  commercial  enterpZ 

Jones  is  the  financial  man  with  a  clear  vision  for  assets  and  liabili- 

es  and  credits,  and  carries  a  reputation  above  reproach  and  a  con- 

vincmg  optimism  which  enables  him  to  secure  the  necessary  confi- 

nce  of  the  banks  and  other  creditors  of  the  firm. 

This  is  a  rare  combination  of  talents,  and  in  time  with  a  fair  chance 

become  tan  tB/0Wn  wdl  have  ^Wished  a  great  business  and 
become  important  factors  m  their  community.  Now  these  three 

men  are  wise  like  the  three  wise  men  of  oldL  times’  and  ike  al 

"nd  :u  °t  aVe  aChieye/  PKf  “anent  ™ ‘hey  work  ^arly  and  late 
and  put  their  very  life  blood  and  brain  tissue  into  their'  business 
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They  plan  to  produce  the  best  article  at  the  lowest  cost.  They  meet 
all  changes  of  demand  and  supply.  Not  a  single  point  is  missed  in 
the  business  game  which  these  three  wise,  alert,  active,  hard-work¬ 
ing  men  can  think  of.  If  we  were  to  question  these  three  men  about 
the  essentials  of  their  business  and  their  hopes  and  ideals  in  con¬ 
nection  therewith,  they  would  probably  reply  that  the  first  wish  they 
had  was  for  permanency.  They  desire  a  business  which  will  last  and 
be  turned  over  to  their  children’s  children.  Likely  the  next  wish  will 
be  for  safety.  A  business  to  endure  must  be  safe  and  above  the 
vicissitudes,  fluctuations  and  contingencies  which  arise  when  most 
unexpected.  With  these  two  wishes  gratified,  the  third  wish  would 
likely  be  for  profit,  but  the  main  problem  which  always  haunts  the 
business  man  is  how  to  be  safe.  Safety,  after  all,  is  the  great  over¬ 
shadowing  question  of  the  business  man,  and  every  real  safeguard  is 
eagerly  sought  after  and  secured. 

Now  these  three  men,  Jones,  Smith  and  Brown,  insure  their  fac¬ 
tory  and  contents  against  fire ;  they  insure  their  goods  in  transit  till 
placed  in  the  hands  of  their  customers ;  they  insure  their  workmen 
against  accident;  they  safeguard  the  machinery  of  their  factory  in 
every  way;  they  make  their  workshops  sanitary  and  conducive  to 
good  work;  they  look  after  the  health  and  comfort  of  their  work¬ 
men  in  order  to  retain  their  service  and  goodwill.  They  neglect 
nothing  that  foresight  can  provide  against  except,  possibly,  their 
financial  credit  in  case  one  of  them  dies.  Let  us  suppose  that  this 
firm  with  two  hundred  thousand  dollars  of  capital  finds  it  necessary 
in  the  sale  of  its  goods  to  have  outstanding  accounts  at  all  times  of 
one  hundred  thousand  dollars.  It  must  give  credit  to  its  customers 
to  carry  on  the  business.  It  can  do  so  safely,  because  this  hundred 
thousand  dollars  is  all  owing  by  reliable  merchants.  Then  again,  let 
us  suppose  that  the  same  firm  finds  it  necessary  at  all  times  to  carry 
a  debt  of  about  fifty  thousand  dollars  for  raw  material  used  in  its 
factory,  and  also  to  carry  a  credit  with  its  banker  in  sums  varying 
according  to  circumstances  from  fifty  to  a  hundred  thousand  dollars 
more.  This  is  a  typical  business.  Without  a  credit  of  a  hundred 
thousand  dollars  the  firm  could  not  successfully  conduct  its  business. 
If  it  could  not  extend  credit  to  its  customers  or  secure  raw  material 
on  credit  or  borrow  of  the  bank  it  would  be  forced  to  retire  from 
business  unless  the  partners  had  sufficient  capital  of  their  own  to 
meet  all  demands.  Very  few  business  men  in  this  country  have 
enough  capital  of  their  own  to  fully  take  care  of  all  of  their  business 
needs.  The  great  bulk  of  the  business  of  this  country  in  all  lines  is 
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done  on  credit.  This  credit  is  largely  personal,  and  depends,  as  the 
late  J.  I .  Morgan  said,  largely  on  the  personal  character  of  the  bor¬ 
rower.  The  creditor  has  confidence  in  the  man  of  business  and  in 
his  ability  to  pay  back  what  he  borrows. 

It  seems  to  me  that  the  mere  recital  of  the  facts  proves  the  wisdom 
of  insuring  the  life  of  the  man  of  business,  so  that  in  case  of  death 
his  credit  may  be  made  good. 

But  returning  to  our  example,  supposing  each  of  these  three  men, 
Smith,  Jones  and  Brown,  should  take  out  a  policy  of  $25,000,  en¬ 
tailing  a  cost,  probably,  of  about  $900  to  $1,000  a  year  for  each, 
according  to  the  form  desired.  This  life  insurance,  amounting  to 
$75,000,  would  form  a  very  considerable  asset  for  the  firm,  and  as 
the  years  went  by  and  the  cash  and  loan  values  of  the  policies  in¬ 
creased,  such  an  asset  would  be  a  material  basis  for  credit  in  times 
of  stress,  as  well  as  a  source  of  confidence.  In  time  of  financial  ex¬ 
tremity,  when  other  sources  of  credit  failed,  the  policies  could  be 
used  for  their  loan  values,  and  in  some  forms  of  policies,  if  any 
member  of  the  firm  became  permanently  and  totally  disabled,  a  cer¬ 
tain  portion  of  the  proceeds  of  the  policy  would  also  be  immediately 
available.  In  any  event,  on  the  death  of  any  partner,  the  sum  of 
$25,000  would  be  payable  in  cash  promptly  to  the  firm,  and  would 

be  a  material  addition  to  its  resources  at  a  time  when  most 
needed. 

It  seems  to  me  that  the  average  business  can  well  afford  to  charge 
up  as  a  legitimate  expense  the  premiums  necessary  to  carry  a  proper 
life  insurance  for  the  benefit  of  the  business.  In  fact,  this  is  so 
plainly  to  the  advantage  of  the  business  that  the  courts  hold  that 
any  relationship  with  reference  to  property  or  money  out  of  which 
one  of  the  parties  might  lose  in  the  event  of  the  death  of  the  other 
party  will  furnish  a  sufficient  insurable  interest  to  sustain  a  contract 

of  insurance.  This  is  not  a  case  of  debtor  and  creditor,  but  a  case  of 
real  insurable  interest. 

Speaking  before  insurance  men,  it  is  hardly  necessary  to  add  that 
for  the  protection  demanded  a  policy  of  life  insurance  is  the  very 
best  safeguard.  Nevertheless,  some  might  think  that  a  business 
should  carry  its  own  insurance,  either  as  an  ordinary  asset  of  the 
firm  or  as  a  bank  deposit  or  as  an  investment  in  some  form  of  bonds 
or  other  securities.  If  carried  as  an  asset  of  the  firm  it  would  speed¬ 
ily  become  involved  in  the  general  assets  and  would  not  be  available 
when  required.  If  carried  in  bank  there  would  be  the  continuous 
temptation  to  use  it  for  other  purposes,  or  the  bank  might  fail ;  and 
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if  carried  in  the  form  of  securities  the  securities  might  not  be  easily 
realized  upon  when  needed. 

The  chief  objection  to  this,  however,  lies  in  the  fact  that  you  can¬ 
not  set  aside  enough  in  cash  at  the  start  to  provide  for  ample  pro¬ 
tection.  How  can  a  reserve  of  $900  a  year  provide  $25,000  in  gold 
coin  available  immediately  at  death?  Only  by  means  of  a  life  insur¬ 
ance  policy.  This  payment  of  a  larger  sum  in  consideration  of  a 
small  premium  is  the  essential  element  in  the  insurance  contract 
which  gives  it  the  advantage  over  all  other  methods  for  protecting 
business  along  the  lines  which  we  have  been  considering.  The  in¬ 
ability  of  the  average  business  to  set  aside  $25,000  in  cash  all  at  once 
as  a  reserve  against  times  of  trouble  is  apparent  to  all  of  us.  Yet 
the  most  ordinary  business  can  pay  a  premium  so  as  to  have  an  am¬ 
ple  fund  in  ready  money  available  in  case  of  death.  Then  again, 
the  element  of  safety  is  so  well  considered  in  the  properly  conducted 
life  insurance  companies  that  it  is  hardly  worth  while  to  even  discuss 
it.  Life  insurance  companies,  drawing  upon  innumerable  policy¬ 
holders  in  small  amounts  and  investing  in  the  highest  form  of  well 
considered  securities,  are  safe  and  solvent  at  all  times,  and  are  be¬ 
yond  question  the  safest  depository  for  any  such  purpose. 

What  more  can  be  added?  The  mere  statement  of  the  proposi¬ 
tion,  as  I  stated  in  the  beginning,  commends  itself  to  the  judgment 
of  any  thoughtful  business  man,  and  in  proof  of  this  we  can  point 
to  the  large  and  increasing  protection  which  life  insurance  is  furnish¬ 
ing  to  the  business  interests  of  the  country. 

In  conclusion,  I  venture  the  prediction  that  this  new  field  of  life 
insurance  for  business  protection  will  be  almost  as  valuable  in  an 
economic  sense  as  the  other  fields  of  usefulness  already  so  fully 
occupied  by  the  great  business  of  insurance. 

(Applause.) 

The  Chairman:  Mr.  Cox  has  an  announcement  to  make  in  re¬ 
gard  to  some  statistics  on  the  subject  of  policy  loans. 

Mr.  Cox  :  I  meant  to  have  stated  at  the  close  of  Mr.  Childs’  ad¬ 
dress,  when  that  subject  was  before  you,  that  the  Association  has 
been  making  an  effort  to  collect  statistics  with  reference  to  the  policy 
loan  question,  and  having  been  engaged  in  that  work  over  a  period 
of  several  years,  we  have  accumulated  what  we  think  are  going  to 
be  very  interesting  and  important  statistics  to  the  business ;  that  is, 
comparative  statistics  showing  the  progress  and  nature  of  the  policy 
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loan  evil,  if  we  may  call  it  such;  the  places  where  it  appears,  and 
where  it  seems  to  be  increasing. 

We  had  hoped  to  have  these  statistics  ready  for  presentation 
at  this  meeting,  but  they  are  not  quite  ready.  They  are  quite 
voluminous,  and  it  will  be  necessary  to  check  them  back  to  assure 
their  accuracy.  Aside  from  that,  I  realize  that  statistics  presented 
at  a  general  meeting  are  not  apt  to  be  strikingly  interesting  at  the 
moment.  I  will  simply  say  that  we  propose  to  print  those  in  con¬ 
nection  with  the  proceedings  of  this  meeting,  and  they  will  appear 
as  an  appendix  or  somewhere  in  the  volume,  so  they  will  be  avail¬ 
able  for  such  consideration  as  you  may  think  advisable  when  the 
volume  reaches  you.  (Applause.) 

The  Chairman  :  One  of  the  previous  speakers  has  referred  to 
the  desirability  of  making  the  policy  contracts  permanent  and  a 
development  in  that  line  is,  as  we  all  know,  the  introduction  into 
policies  of  certain  disability  benefits.  I  am  going  to  call  upon  Mr. 
Moir  to  read  his  paper  on  that  subject.  I  am  sure  Mr.  Moir  needs 
no  introduction  from  me.  (Applause.) 
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Mr.  Moir  spoke  as  follows : 

Mr.  Chairman  and  Gentlemen : 

W  e  ha^  e  all  seen  or  known  men  who,  from  one 
cause  or  another,  have  been  rendered  incapable  Feed  and 

of  earning  a  living-paralysis,  tuberculosis  and  Principles 
insanity  are  the  ailments  which,  in  conjunction  with  accidents,  imme¬ 
diately  occur  to  us  as  bringing  about  this  condition.  Sufferers  often 
live  for  years— inactive  and  a  burden  upon  their  relatives.  The  bur¬ 
den  may  be  borne  cheerfully  and  lovingly ;  indeed  such  trials  bring 
out  the  best  traits  of  family  life,  more  especially  of  womanhood,  and 
i  lustrate  one  of  those  characteristics  which  raise  man  above  the 
animals.  Such  afflictions  are  infrequent  in  their  occurrence,  but  in 
every  instance  they  are  intensely  sad ;  and  the  suffering  caused  to 
the  individual  and  to  the  family  call  forth  our  tenderest  sympathy, 
impelling  us  to  do  everything  possible  to  lighten  the  weight  of  such  a 
burden.  The  sufferer  will  often  sacrifice  valuable  life  insurance  poli- 
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cies  to  provide  proper  sustenance  and  medical  care ;  and  to  help  avoid 
this  sacrifice  and  brighten  the  gloomy  outlook,  the  demand  for  a 
waiver  of  premiums  under  such  conditions  has  arisen. 

We  can  easily  picture  to  ourselves,  if  we  have  not  actually  seen 
such  cases,  the  struggle  made  to  keep  the  household  going,  and  to 
maintain  all  the  life  insurance  by  paying  the  necessary  premiums ; 
but  through  time  the  expense  becomes  too  great,  and  unless  there 
is  a  prospect  of  early  death  the  insurance  is  reduced  until  it  ulti¬ 
mately  disappears  altogether.  This  result  is  reached  in  spite  of  the 
patent  fact  that,  through  the  condition  of  the  invalid,  such  insur¬ 
ance  has  increased  tremendously  in  actual  value,  far  beyond  that  of 
the  average  policy  which  may  have  run  for  a  like  period  under  normal 
conditions. 

Of  recent  years  there  has  been  a  noticeable  ten¬ 
dency  toward  the  relief  of  this  burden.  There 
had  already  existed  the  possibility  of  effecting 
Accident  and  Health  insurance,  both  very  desirable  in  their  own 
sphere ;  but  in  this  country  neither  of  these  forms  of  policy  can  be 
maintained  at  the  option  of  the  insured.  Accident  policies  can  be 
cancelled  at  the  end  of  any  year  at  the  option  of  the  company  by  giv¬ 
ing  notice  of  termination  to  the  insured.  Even  Health  insurance 
(or  as  sometimes  called  “Sickness  Insurance”)  policies  in  America 
always  contain  a  like  proviso.  In  Great  Britain  and  in  older  coun¬ 
tries  Health  insurance  has  moved  a  step  forward  and  is  now  more 
nearly  in  the  category  of  Life  Insurance,  since  in  many  cases  it  can 
be  maintained,  when  once  completed  by  the  insured,  so  long  as  the 
necessary  premiums  are  paid,  irrespective  of  the  state  of  his  health. 


Health 

Insurance 


Incident 
to  Life 
Insurance 


But  this  recent  innovation  in  Life  Insurance 
contracts  is  different  from  either  Accident  or 
Health  Insurance.  It  is  a  proper  and  natural 
stipulation  for  a  life  insurance  contract,  and  the 
waiver  of  premiums  can  reasonably  be  construed  as  having  become 
“incident  to”  the  business  of  life  insurance;  the  principal  part  of 
the  policy  contract  remains,  as  before,  true  life  insurance,  and  the 
condition  as  regards  the  health  of  the  insured  is  that  premiums  for 
such  life  insurance  benefit  shall  be  limited  to  such  period  as  the  in¬ 
sured  is  enjoying  mental  and  physical  vigor.  In  other  words,  it  is 
just  as  sensible  a  provision  in  a  life  insurance  policy  that  premiums 
shall  cease  with  the  loss  of  activity  as  it  is  that  premiums  cease  after 
a  fixed  and  limited  number  of  years. 
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Perhaps  the  simplest  way  to  give  a  clear  conception  of  the  benefit 
offered  in  connection  with  life  insurance  policies  through  the  waiver 

of  premiums  on  disability  is  to  quote  at  length  the  clause  as  it  appears 
in  a  policy  contract: 


PERMANENT  TOTAL  DISABILITY 

If,  after  one  full  annual  premium  shall  have  been  paid 
hereon  and_  before  default  in  the  payment  of  any  subse¬ 
quent  premium,  the  insured  shall,  before  attaining  the  age 
of  sixty  years,  furnish  due  proof  to  the  Company  that 
he  has  become  totally  disabled  by  bodily  injury  or  by  dis¬ 
ease,  so  that  he  is  and  shall  be  permanently,  continuously 
and  wholly  incapacitated  for  life  and  prevented  thereby 
from  pursuing  any  gainful  occupation,  the  Company  by 
endorsement  hereon  shall  agree  to  waive  the  payment  of 

premiums  which  may  thereafter  fall  due  during  the  continu¬ 
ance  of  such  disability. 

If  premiums  shall  have  been  waived  as  herein  provided 
the  insured  shall  on  demand  furnish  to  the  Company  due 
proof  of  continued  disability  at  the  date  when  any  premium 
would  have  fallen  due.  .  Failure  to  submit  such  proof  shall 
operate  as  a  cancellation  of  this  benefit,  and  premiums 
t  ereafter  falling  due  must  be  paid  in  accordance  with  the 
conditions  of^  the  policy.  The  insured  agrees  to  keep 
the  Company  informed  of  every  change  in  his  address  and 
residence,  and  to  give  immediate  notice  should  he  recover 
from  his  total  disability. 

The  irrecoverable  loss  of  sight  in  both  eyes,  or  the  total 
?nd  Perirjanent  loss  by  accident  or  disease  of  the  use  of 
both  hands  or  both  feet  or  of  one  hand  and  one  foot,  shall 
constitute  total  disability  within  the  meaning  of  this  con- 
tract  without  prejudice  to  any  other  cause  of  disability. 

vaiver  of  premiums  by  the  Company  under  the  fore¬ 
going  provision  shall  not  affect  the  right  of  the  insured 
to  any  dividend  or  other  benefit  provided  for  in  this  policy 
the  surrender  value  of  which,  as  well  as  dividends  and  all 
other  benefits,  shall  continue  with  the  same  force  and 

Tbl  naS  *V,heT?rTUms  were  dul^  Paid  by  the  insured. 

I  his  Disability  Benefit  may  be  discontinued  at  the  Insured’s 

option ;  if  so  discontinued,  or  if  the  Insured  attain  age  60 

premiums  thereafter  will  be  reduced  by . 

annually,  being  the  additional  premium  for  such  benefit. 


Historical 


We  apparently  owe  the  development  of  this  Dis¬ 
ability  feature  to  Germany.  It  is  to  that  country 
t  at  the  first  indications  of  such  benefits  have  been  traced.  In  1802 
e  idea  was  imported  into  England  by  the  Law  Life  Assurance  So- 
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ciety,  the  benefits  being  “granted  to  first  class  lives  over  twenty- 
four  years  whose  occupations  do  not  involve  undue  exposure  to  risk, 
and  that  the  privileges  are  not  to  be  continued  beyond  the  age  of  65.” 
About  the  same  time,  if  not  even  at  an  earlier  date,  the  feature  made 
its  appearance  in  certain  fraternal  orders  in  America.  It  was  a  very 
natural  development  of  the  fraternal  principle  because  in  such  bodies 
the  sufferings  of  individual  members  are  seen  by  the  other  members, 
and  the  waiving  of  all  dues  and  assessments  was  a  reasonable  con¬ 
cession,  granted  with  enlightened  sympathy  when  the  sad  condition 
of  an  individual  was  brought  before  a  council  of  his  brother  mem¬ 
bers.  Apparently  only  one  regular  life  insurance  company  incorpo¬ 
rated  the  feature  in  its  policies  before  the  opening  of  the  present 
century — the  Fidelity  Mutual  in  1896.  The  next  was  the  Travelers 
in  1904,  so  that  it  remained  quite  an  exceptional  clause  until  seven 
or  eight  years  ago,  when  a  rapid  development  took  place.  This  reti¬ 
cence  was  doubtless  caused  in  part  by  the  lack  of  scientific  informa¬ 
tion. 


Growth 


Considering  the  fact  that  this  Benefit  was  prac¬ 
tically  unknown  twenty  years  ago,  the  growth  has 
been  remarkable;  indeed  it  is  fair  to  say  that  the  general  adoption 
of  the  principle  has  taken  place  almost  entirely  during  the  last  eight 
years.  During  the  year  1913,  out  of  252  United  States  companies  re¬ 
ported  in  Best’s  “Policy  Analyses”  no  fewer  than  161,  or  64%,  of 
the  total  grant  policies  offering  this  Disability  Benefit.  Only  36% 
of  the  total  refrain  from  covering  this  feature.  In  the  last  year  or 
two  many  of  the  older  companies  known  for  their  conservatism  have 
taken  this  step  forward ;  and,  with  proper  safeguards,  the  benefit 
seems  to  the  writer  to  be  one  so  closely  associated  with  the  true 
interests,  as  well  as  the  best  sentiments,  of  life  insurance  that  in  all 
probability  many  of  those  who  still  hold  back  will  go  with  the  ma¬ 
jority  in  the  near  future. 


Enabling 

Statutes 


The  most  usual  form  of  benefit  is  that  outlined 
above.  It  can  be  granted  by  life  companies  in 
conformity  with  the  statutes  of  the  various  States, 
and  it  is  within  the  powers  generally  conferred  upon  the  companies 
even  by  old  charters.  Nevertheless  one  or  two  States  have  thought 
it  necessary  to  pass  enabling  legislation.  For  example,  Massachusetts 
passed  a  law  in  1907  which,  as  amended  in  1912,  allows  a  domestic 
or  foreign  life  insurance  company  to  make  provision  in  its  life  poli- 
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cies  for  waiver  of  premiums  or  special  surrender  values  in  event 
of  total  and  permanent  disability.  New  York  likewise  passed  an 
enabling  statute  in  1912.  A  distinction  in  principle  is  drawn  by  the 
action  of  the  State  of  Oregon,  where  a  Statute  of  1911  reads  as 
follows : 


‘The  provisions  of  law  relating  to  provisions  to  be  contained  in 
accident  policies  shall  not  affect  life  policies  containing  provisions 
intended  to  safeguard  such  insurance  against  lapse  or  providing  spe¬ 
cial  surrender  value  in  the  event  insured  shall,  by  reason  of  acciden¬ 
tal  bodily  injury  or  disease,  be  unable  to  continue  the  premium  pay¬ 
ments  thereon.” 


With  reference  to  this  Law  the  Insurance  Commissioner  of  Oregon 
in  a  ruling  dated  April  9th,  1913,  said: 


“Life  insurance  policies  shall  contain  no  provisions  or  supplemen¬ 
tal  contracts  covering  indemnity  or  benefits  for  accidental  injuries  or 
illness,  except  that  such  provisions  as  are  intended  to  safeguard  such 
insurance  against  lapse  or  forfeiture  by  reason  of  permanent  dis¬ 
ability  of  assured  occasioned  by  accidental  injury  or  illness  may  be 
incorporated  in  such  policies.” 


The  expression  “special  surrender  value”  seems 
to  be  construed  frequently  as  permitting  the  pay¬ 
ment  of  the  sum  insured  by  instalments;  but  the 
accuracy  of  this  construction  appears  to  be  more 


Special 

Surrender 

Value 


than  doubtful,  because  a  surrender  value  must  always  be  less  than 
the  reserve,  and  the  normal  reserve  on  a  paid-up  policy  at  ages  un¬ 
der  sixty-five  is  less  than  the  value  of  twenty  annual  instalments 
of  fifty  dollars  each,  payable  definitely  for  twenty  years ;  moreover, 
under  many  of  the  instalment  options,  the  balance  of  the  sum  in¬ 
sured  is  payable  at  once  in  event  of  earlier  death.  Of  course  it  may 
be  claimed,  by  those  who  adopt  the  other  view,  that  the  reserve 
value  is  not  the  average  and  normal  value,  but  is  a  special  one  be¬ 
cause  the  life  is  disabled  and  therefore  likely  to  die  soon ;  but  this 
argument  is  unsound  and  contrary  to  the  entire  theory  of  life  in¬ 
surance  calculations,  which  are  always  made  on  the  principle  that 
every  living  policyholder  is  in  average  health,  and  continues  in 


average  health  until  the  moment  of  death.  If  we  permit  a  segrega¬ 
tion  of  the  unhealthy  our  “Doctrine  of  Average”  would  be  set  aside 
and  our  theory  of  reserves  would  fail. 
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Variant 

Benefits 


This  legislation  directs  attention  to  several  va¬ 
riations  in  the  benefits  granted  which  are  worthy 
of  discussion.  The  most  important  is  that  whereby 
the  insured  may  take  payment  of  the  face  value  of  the  policy  in 
monthly  or  annual  instalments  commencing  from  the  date  of  dis¬ 
ability.  As  a  result  of  examining  the  provisions  in  use  by  100  com¬ 
panies  granting  Disability  benefits  (see  “Spectator”  of  Oct.  17, 
1912),  I  find  that  73  of  them  use  the  Waiver  of  Premium  clause, 
with  or  without  other  options,  while  43  agree  to  pay  the  sum  in¬ 
sured  in  instalments,  with  or  without  other  options.  These  are  the 
two  most  usual  forms  and  a  good  many  companies  allow  the  insured 
the  privilege  of  choosing  either  one  in  event  of  disability.  Of  the 
100  companies,  two  agree  to  pay  the  full  face  value  in  cash  on  dis¬ 
ability,  while  one  other  pays  one-half  of  the  face  value  in  cash  and 
the  other  half  at  death. 


Awkward 

Situation 


When  the  Disability  Benefit  consists  in  the  pay¬ 
ment  of  the  sum  insured  by  annual  instalments, 
and  in  this  form  only,  we  find  that  an  interesting 
and  curious  condition  may  frequently  arise.  Suppose  a  man  to 
have  a  shock  of  paralysis,  and  to  be  permanently  on  the  invalid  list, 
if  he  claims  the  Disability  Benefit  he  has  to  accept  a  policy  payable 
in  fixed  instalments  for,  say,  twenty  years,  the  value  of  which  is 
$735  or  less  (according  to  the  rate  of  interest  used)  for  each  $1,000 
of  sum  insured.  But  if  he  were  to  die  within  six  months  or  a  year, 
the  full  sum  insured  of  $1,000  would  be  payable.  By  claiming  the 
Disability  Benefit  therefore  in  many  cases  the  insured  may  obtain 
actually  less  than  would  be  paid  by  the  company  if  he  refrained 
from  making  the  claim.  The  condition  is  one  fraught  with  many 
possibilities,  and  it  becomes  an  interesting  question  as  to  whether  a 
company  could  legally  sustain  its  position,  namely,  that  by  claiming 
the  Disability  Benefit  the  insured  or  his  estate  should  receive  less 
than  would  have  become  due  had  he  refrained  from  making  this 
particular  claim. 


Difference 

in 

Principle 


It  will  be  apparent  that  the  payment  of  the  sum 
insured  in  annual  instalments  after  disability  is  in 
principle  a  very  different  benefit  from  the  mere 
waiver  of  premiums.  It  has  already  been  shown 
that  the  waiver  of  premiums  is  a  natural  complement  to  a  life  in¬ 
surance  policy;  but  if  the  sum  insured  be  paid  in  instalments  com¬ 
mencing  from  the  date  of  disability,  we  come  into  the  realm  of 
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Health  or  of  Accident  Insurance.  The  benefit  in  the  latter  case 
ceases  to  be  merely  an  incident  of  life  insurance;  and,  since  the  date 
of  payment  is  fixed  by  the  disability,  and  the  payment  itself  is  a  direct 
consequence  of  disability  arising  from  sickness  or  from  accident  we 
seem  to  be  clearly  within  the  realm  of  Health  Insurance. 

The  options  in  event  of  disability  offered  in 
many  policies  indicate  that  the  insured  may  select  Options 

one  of  two  benefits  somewhat  as  follows: 


1.  The  policy  to  become  paid-up  for  its  face  amount,  pay- 

able  at  death;  or  F  y 

2.  The  policy,  without  further  premium  payments,  to  be 

payable  in  io  equal  annual  instalments.  (Some  pay 
20  instalments  instead  of  io.) 

Where  two  or  more  options  are  offered  in  this  way,  there  should 
be  some  definite  mode  of  calculating  the  values  of  the  options  to 
|  make  sure  that  each  is  the  equivalent  of  the  other 

I  have  examined  many  of  such  policy  forms  and  sometimes  the 
contract  is  silent  as  to  the  status  of  the  instalment  benefit  should  the 
insured  die  after  drawing  only  one  or  two  instalments — quite  a  com¬ 
mon  occurrence.  In  such  cases  the  policy  would  doubtless  be  con¬ 
strued  against  the  company  which  had  drawn  it,  and  be  held  to  mean 
that  the  balance  of  the  sum  insured  would  be  immediately  due  in 
cash  to  the  beneficiary.  Under  such  construction  and  condition  the 
first  option  is  therefore  valueless ;  there  is  really  no  option,  because 
it  is  contained  in  the  second  which  gives  the  same  benefit  and  some- 
wig  more.  But  m  the  more  carefully  drawn  policies,  when  an  op- 
lon  is  thus  given  it  is  made  plain  that  the  settlement  in  fixed  instal- 

-om  nue  f  f6  m  'r  f0f  th£  death  bCnefit  Md  the  instalments  will 
-on  inue  to  be  paid  after  death  to  the  beneficiary  or  to  the  estate 

the  insured  for  the  remainder  of  the  fixed  period  of  years.  When 

inTr  uT, IS  n'.ade  ,dear’  we  find  that  the  paid-up  policy  of  $1,000 
l/(„  LSab  edf°Ja“Va  ld  lfe  Is  assumed  to  have  a  cash  value  on  a 
S^  %  basis  of  $861  when  payable  in  ten  annual  instalments  of  $100 

•art,’  m  W  ,en  payaMe  in  twenty  annual  instalments  of  $50 
ach.  W  hen  we  reduce  the  benefit  to  this  simple  basis  of  compari- 
on  we  can  see  to  what  extent  speculative  figures 
‘ave  taken  the  place  of  scientific  accuracy  in  of-  Testing 

enng  such  options.  The  American  3%  %  reserve  Options 

[  paid_uP  P°li(T  on  an  average  life  would  be  $337  at  age  and 
508  5„;  „d  lheM  ,he  „serv(J  fch  P  30;.nd 
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values  can  be  paid.  There  is  an  extra  reserve,  small  in  amount,  for 
the  disability  benefit,  and  if  a  disability  claim  is  proved,  the  total 
reserve  may  be  viewed  as  being  increased  from  the  disability  pre¬ 
mium  fund,  and  on  the  basis  of  the  mortality  amongst  dis¬ 
abled  lives  in  certain  fraternal  orders  (T.A.S.A.,  Vol.  XII,  p.  83) 
the  value  of  the  sum  insured  on  a  life  just  disabled,  interest  3^%, 
is  apparently  $730  at  age  30;  $750  at  age  40;  and  $772  at  age  50. 
If  these  figures  are  reasonably  correct  scientifically,  the  value  of  the 
sum  insured  after  waiver  of  premiums  on  account  of  invalidity  is  a 
little  more  than  the  equivalent  of  20  annual  instalments  of  $50  each, 
payable  for  a  fixed  period.  Those  who  give  the  option  to  take  10 
annual  instalments  are  by  these  figures  offering  too  much,  but  as 
this  point  is  debatable,  we  get  back  to  the  important  thought,  namely : 
the  great  divergence  in  practice  on  the  part  of  companies  all  supposed 
to  be  advised  on  scientific  lines. 

In  one  policy  now  before  me  a  third  option  is  given  on  disability 
to  take  one-half  the  face  amount  of  the  policy  in  cash,  releasing  the 
company  from  all  liability.  This  third  option  is  much  less  valuable 
than  either  of  the  other  two,  because  ten  annual  instalments  without 
premium  payments  are  worth  $861  as  already  shown;  or  if  dis¬ 
counted  at  a  very  high  rate  of  interest  like  7%  they  are  worth  $751, 
whereas  one-half  of  the  face  of  the  policy  is  $500  only. 


Premiums 

Discordant 


There  is  much  looseness  of  expression  and  lack 
of  scientific  accuracy  in  many  of  the  policy 
forms  dealing  with  this  particular  subject.  In  the 
matter  of  premiums  for  this  benefit,  there  would  appear  to  be  also 
much  difference  of  opinion.  One  of  the  early  companies  to  grant 
waiver  of  premiums  on  disability  was  a  large  company  which  trans¬ 
acts  accident  as  well  as  life  insurance.  The  Disability  Benefit  was 
conferred  on  all  new  policy  issues  except  in  unusual  instances  where 
special  risks  or  occupational  hazards  were  incurred.  When  the  dis¬ 
ability  feature  could  not  be  granted  to  such  applicants  it  was  the 
practice  of  the  company  to  reduce  the  premium  by  25  cents  per 
$1,000 — a  rough  arrangement,  but  simple  of  application,  and  used 
only  in  a  minority  of  cases  and  made  desirable  for  many  obvious 
reasons.  The  influence  of  this  practice,  however,  can  be  traced 
through  many  of  the  smaller  companies  charging  25  cents  per  $1,000 
as  a  fixed  extra  premium  for  the  waiver  of  premiums,  although  it  is 
hardly  necessary  to  point  out  the  tremendous  difference  between 
allowing  25  cents  as  a  deduction  from  the  regular  premium  to  avoid 
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charging  for  a  benefit  which  was  not  conferred,  and  the  adding  of 
25  cents  to  the  regular  premium  for  a  special  benefit  to  be  conferred 
in  a  large  number  of  cases.  The  earliest  writers  on  such  extra  pre¬ 
miums  showed  that  at  the  younger  ages  the  risk  is  small,  while  at  the 
older  ages  it  becomes  relatively  large ;  and  this  trend  has  been  con¬ 
firmed  by  every  scientific  investigation. 


Loose 

Statements 


Yet  the  statement  is  often  made'  that  “No  extra 
premium  is  charged  for  this  benefit”;  indeed,  of 
the  companies  in  the  United  States  already  men¬ 
tioned  as  offering  this  feature,  no  fewer  than  no  out  of  161  in  all 
report  that  no  extra  premium  is  charged.  The  premiums  in  common 
use  for  participating  life  policies  generally  contain  a  sufficient  margin 
to  cover  the  cost  of  this  Disability  feature ;  and  it  may  be  legitimate 
to  treat  the  cost  as  a  deduction  from  the  dividends  which  may  be 
earned;  but  it  is  clearly  and  grossly  wrong  to  try  to  impose  upon  the 
public  the  idea  that  something  is  being  given  for  nothing.  The  fun¬ 
damental  basis  of  all  insurance  is  the  bearing  of  one  another’s  bur¬ 
dens,  and  any  benefit  bestowed  upon  a  few  unfortunates  must  of 
necessity  be  borne  by  the  fortunate  many  who  agree  to  share  the 
total  cost  and  the  protection,  but  who  do  not  become  claimants. 

Even  if  a  company  were  issuing  non-participating  insurance  only 
and  had  the  provision  in  all  its  policies,  what  would  we  find  ?  There 
are  some  occupations  where  a  special  disability  hazard  is  incurred, 
as,  for  example,  miners,  sawyers,  railroad  employees,  etc.  There 
are  four  possible  methods  of  treating  this  contingency — namely :  ( 1 ) 
Exclude  the  benefit;  (2)  Charge  a  higher  rating  for  occupation  than 
the  occupation  strictly  requires;  (3)  Decline  the  risk;  or  (4)  Take 
chances  and  stand  the  consequent  loss.  Many  of  the  companies 
claiming  that  they  charge  no  extra  are  of  a  type  which  will  follow 
the  fourth  course ;  but  it  seems  clear  that  the  best  practice  would  be 
to  exclude  the  disability  risk  and  allow  a  fair  reduction  from  the 
premium  otherwise  payable.  When  this  is  done  it  is  surely  clear  that 
an  extra  must  be  included  in  the  normal  premium  if  a  deduction  can 
be  made  when  the  benefit  is  withheld.  It  might  be  feasible  to  charge 
an  extra  Disability  premium ;  but  there  is  as  yet  no  scientific  basis 
for  any  such  practice. 


Another  of  the  points  on  which  great  differences 
exist  relates  to  the  age  at  which  the  Disability  fea¬ 
ture  terminates.  The  limitation  of  the  benefit  in 
old  age  is  desirable  because  it  is  difficult,  in  many  cases  impossible, 


Old  Age 
Limitation 
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to  distinguish  at  the  older  ages  between  permanent  disability  and 
mere  senility.  Indeed,  if  the  benefit  be  granted  at  all  ages  policy¬ 
holders  retiring  from  business  might  claim  that  they  were  doing  so 
on  account  of  physical  or  mental  incapacity,  thereby  placing  a  heavy 
burden  upon  insurance  companies,  especially  in  connection  with  poli¬ 
cies  on  the  Whole  Life  plan.  If  this  limitation  were  abolished  the 
Disability  premium  would  have  to  be  largely  increased;  indeed  it 
would  probably  result  not  only  in  higher  premiums,  but  also  in  the 
refusal  to  grant  any  policy  under  which  there  would  be  premium 
payments  after  an  age  to  be  scientifically  fixed,  probably  about  75. 
The  most  common  age  of  limitation  is  now  60  as  already  indicated. 
About  two-thirds  of  the  companies  have  adopted  this  age.  A  very 
small  number — about  10% — stipulate  that  the  Benefit  shall  cease  at 
55,  and  most  of  these  charge  no  specific  extra.  Three  or  four  com¬ 
panies  use  age  65,  and  a  still  smaller  number  age  70. 

But  a  considerable  number  of  companies  have  apparently  drawn 
their  policies  loosely  and  without  specifying  any  particular  age  at 
which  the  benefit  will  cease  to  operate.  This  seems  unaccountable 
and  wrong  if  Ordinary  Life  policies  are  sold  at  the  older  ages.  If 
a  company  were  to  stipulate  that  all  of  its  policies  should  be  in  a 
form  under  which  premiums  would  cease  at  age  70,  or  at  age  75  at 
the  latest,  there  might  be  justification  for  the  method  in  which  some 
contracts  are  drawn.  But  if  Ordinary  Life  policies  are  sold  at  the 
older  ages,  the  negligence  of  such  companies  is  extreme  and  heavy 
losses  are  likely  to  result.  To  illustrate  this,  we  find  that  at  age  55 
if  the  benefit  cease  at  age  60  the  net  premium  is  quite  moderate — 
a  little  over  $1.00;  if  the  benefit  were  carried  to  age  65  this  extra 
premium  would  be  about  double,  and  if  it  were  carried  to  age  80  an 
extra  premium  approaching  $15  would  be  required.  These  latter 
figures  are  approximate  only;  but  sufficiently  close  for  illustrative 
purposes.  Needless  to  say  companies  do  not  charge  any  such  extra 
premiums. 


Other 

Safeguards 


Even  this  danger  may  be  reasonably  well 
avoided  if  the  only  Disability  Benefit  be  the  pay¬ 
ment  of  the  sum  insured  by  fixed  instalments,  and 
if  policies  with  this  restricted  benefit  be  issued  only  at  the  younger 
ages  or  on  limited  payment  forms.  This  also  is  done;  but  by  rela¬ 
tively  a  small  number  of  companies.  Moreover,  some  companies 
stipulate  that  in  event  of  disability  after  age  60  the  premiums  which 
would  have  fallen  due  thereafter  shall  be  charged  as  an  indebted- 
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ness  against  the  sum  insured.  If  the  entire  premium  were  charged 
in  this  way  it  is  conceivable  that  the  indebtedness,  even  without  in¬ 
terest,  might  exceed  the  sum  insured.  To  avoid  this  objectionable 
condition  the  premiums  after  disability  may  be  charged,  not  on  the 
original  sum  insured  or  face  value,  but  on  the  face  value  less  existing 
indebtedness.  The  premiums  after  disability  will  thereby  decrease, 
and  some  balance  of  value  will  always  be  available  for  the  bene¬ 
ficiary. 

SCIENTIFIC  BASIS 


Early 

Statistics 


As  the  original  idea  was  imported  from  Germany  it  was  natural 
that  actuaries  should  look  to  the  same  country  for  a  scientific  basis, 
since  mere  impressions— even  intelligent  impressions— do  not  enable 
us  to  deal  with  such  questions  in  a  businesslike  way.  Some  of  the 
earliest  tables  of  disability  premiums  were  therefore  based  upon 
statistics  compiled  in  Germany.  These  first  sta¬ 
tistics  of  invalidity  dealt  with  the  experience  of 
railway  employees ;  and,  as  no  limitation  was 
placed  upon  the  age  at  which  the  disability  benefit  could  be  claimed, 
the  necessary  extra  premium  became  very  high  at  the  older  ages. 
Indeed,  at  age  65  it  ran  up  to,  roughly,  $300  per  $1,000,  because  after 
that  age  it  is  often  impossible  to  distinguish  true  invalidity  from 
senility  or  even  from  a  mere  difficulty  of  securing  work.  More¬ 
over,  railroad  service  is  one  from  which  the  aged  are  compelled  to 
retire  before  actual  senility — hence  the  excessively  high  disability 
premiums  from  that  particular  experience.  Some  useful  statistics 
were  also  derived  from  the  experience  of  British  Friendly  Societies, 
1861-1870;  but  both  these  Tables  have  been  discarded  in  this  coun¬ 
try  in  favor  of  statistics  drawn  from  several  large  Fraternal  Orders, 
because  it  became  evident  that  the  German  railroads  and  British 
Friendly  Societies  did  not  supply  suitable  data  for  current  conditions 
in  this  country.  Statistics  were  compiled  from  the  records  of  the 
Maccabees  of  the  World  by  Mr.  Abb  Landis;  and  these,  combined 
with  the  experience  of  one  or  two  other  Fraternal  Orders,  have  been 
brought  into  proper  scientific  shape.  The  experience  during  the  early 
years  after  medical  examination  for  insurance  was 
excluded  in  the  latest  investigation  by  Mr.  Arthur 
Hunter  so  that  the  rates  adopted  as  “standard”  by 
the  New  York  Insurance  Department  represent  an 
ultimate”  rate  of  disability  which  should  furnish  a  safe  basis  of  opera¬ 
tion,  free  from  danger,  and  without  doing  injustice  to  other  policy- 


Standard 

Disability 

Rates 
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holders.  The  standard  net  rates  adopted  by  the  Insurance  Depart¬ 
ment  of  New  York  indicate  that  the  net  premium  required  at  age 
20  for  the  waiver  of  Ordinary  Life  3%  net  premiums  per  $1,000, 
in  event  of  disability  before  age  60,  is  but  10  cents ;  at  age  40  it  is  in¬ 
creased  to  32  cents;  and  at  age  55  it  is  $1.12.  For  the  waiver  of  a 
20  Payment  net  premium,  the  net  extra  at  age  20  is  but  6  cents ;  at 
age  40  it  is  25  cents;  and  at  age  55  it  is  $1.16.  These  premiums  are 
scientifically  computed,  and  are  the  best  yet  available,  although  ad¬ 
mittedly  based  upon  statistics  which  do  not  necessarily  conform  to 
the  conditions  under  which  the  benefit  is  now  being  conferred  by  old 
line  life  companies. 


Pitfalls 


Even  when  accurate  net  premiums  have  been 
computed,  these  would  merely  insure  the  waiver 
of  net  premiums  only;  while  many  of  the  companies  agree  to  waive 
participating  premiums  and  to  pay  the  same  dividends  when  the 
premiums  are  thus  waived  as  would  be  paid  if  the  policies  were  be¬ 
ing  maintained  from  year  to  year  in  the  usual  course  of  events.  The 
net  standard  premium  to  insure  the  waiver  of  a  net  Whole  Life 
premium  at  age  40  is  but  32  cents ;  but  if  the  insured  be  entitled  to 
dividends,  then  the  net  published  premium  is  insufficient,  since  it 
must  be  increased  by  a  percentage  equal  to  the  percentage  of  the  net 
life  premium  which  will  be  payable  as  dividends  from  the  loadings 
of  subsequent  years.  After  premiums  are  waived  much  collection 
expense  may  be  saved,  but  if  dividends  are  paid,  net  extra  premiums 
must  be  raised  to  provide  such  dividends.  After  computing  this 
enlarged  net  premium,  the  proper  loadings  for  expense  should  be 
made.  There  are  many  little  pitfalls  of  this  nature,  open  for  the 
unwary,  and  the  entire  siLbject  is  one  which  needs  careful  scientific 
study ,  instead  of  being  treated  zvith  that  looseness  of  method  zvith 
which  it  has  been  surrounded  in  the  past. 


Disabled 

Lives 


Many,  indeed  most,  lives  insured  become  dis¬ 
abled  before  they  die.  Except  in  the  case  of  very 
sudden  deaths  there  is  always  some  period  of  dis¬ 
ability;  but  a  large  proportion  of  these  cases  have  no  effect  on  the 
premium  for  this  extra  benefit.  In  some  cases,  where  a  premium 
falls  due  while  the  insured  is  in  a  moribund  condition,  the  company 
will  lose  that  individual  premium;  and,  in  like  manner,  cases  will 
arise  in  which  the  insured  will  die  during  the  grace  period  and  the 
premium  cannot  be  collected;  but  the  intent  of  the  provision  seems 
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clear  that  such  cases  are  not  meant  to  come  within  the  scope  of  this 
particular  feature,  which  is  designed  to  cover  the  more  lasting  forms 
of  disability  and  to  lighten  the  hardship  of  prolonged  sickness.  But 
there  are  also  disability  claims  which  arise  from  causes  not  neces¬ 
sarily  leading  to  an  early  death.  For  example,  a  man  becomes  blind, 
or  loses  both  arms  by  accident;  or,  again,  certain  types  of  insanity 
while  they  unfit  a  man  for  business  yet  seem  conducive  to  longevity, 
perhaps  because  of  the  care  a  patient  receives  in  a  sanitarium  and 
his  regular  life.  Such  are  the  expensive  cases  from  the  disability 
standpoint.  Such  cases  are  comparatively  rare ;  by  far  the  more  com¬ 
mon  forms  of  invalidity  bring  an  early  death,  as  tuberculosis,  paraly¬ 
sis  and  most  forms  of  insanity.  The  death  benefit  is  already  covered 
for  the  full  sum  insured  by  the  regular  premium,  and  the  extra  for 
disability  covers  only  the  premium  waiver  during  the  interval,  short 
on  the  average,  between  disability  and  death. 


There  are  some  interesting  features  shown  by 
the  mortality  of  disabled  lives.  As  might  be  ex-  Mortality  of 
pected,  the  rate  is  highest  during  the  year  imme-  Disabled 

diately  following  disability.  But  strangely  enough  it  is  higher  at  the 
younger  than  at  the  older  ages.  It  has  been  shown  that  the  mor¬ 
tality  during  the  first  year  of  disability  at  age  25  is  about  40  out  of 
100,  about  20 %  the  second  year ;  about  10%  the  third  year;  and  onlv 
about  5%  the  fourth  year.  (T.A.S.A.,  Vol.  XII,  p.  79.)  On  the 
other  hand,  if  disability  takes  place  at  age  65,  the  mortality  in  the 
first  year  is  less  than  20% ;  in  the  second  year,  about  13% ;  in  the 
third  year,  about  12^  ;  in  the  fourth  year  about  10%  ;  and  at  no  time 
comes  much  below  10%.  These  figures  show  that  at  the  younger 
ages  disability  is  usually  a  precursor  of  death,  but  at  the  older  ages 
the  lives,  having  less  recuperative  power,  disability  is  more  likely  to 
be  long  drawn  out  and  expensive  from  the  disability  standpoint. 
Doubtless  many  of  the  claims  at  young  ages  arise  from  tuberculosis 
or  serious  accidents  which  are  liable  to  result  fatally  soon  after. 
Those  who  survive  for  two  or  three  years  after  disability  occurring 
at  a  young  age  become  fairly  good  lives  on  the  average — showing 
the  recuperative  power  of  youth.  We  may  see  in  this  also  that  selec¬ 
tion  against  a  company  may  be  a  potent  factor  at  the  older  ages ;  and 
of  course  the  figures  confirm  the  condition,  already  explained,  that 
the  risk  of  permanent  disability,  viewed  as  an  addition  to  the  regular 

life  insurance  risk,  is  immensely  greater  at  old  than  at  voumr 
ages.  & 
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Plea  for 

Concord 

and 

Harmony 


Summing  up  the  general  thoughts  and  weigh¬ 
ing  the  advantages  and  the  difficulties  of  this  new 
and  popular  feature,  we  have  to  recognize  that  we 
are  now  confronted  by  a  maze  of  ideas  and  di¬ 
vergences  in  practice — yet  scientific  possibilities 
run  clear  through  them  all.  There  is  also  some  indefiniteness  as  to 
the  exact  meaning  of  Permanent  and  Total  Disability.  There  may 
be  cases  under  which  the  insured  may  consider  himself  aggrieved 
in  having  to  continue  premium  payments.  This  condition  will  arise 
in  spite  of  the  fact  that  the  best  advised  companies  have  made  the 
policy  provisions  clear  and  explicit,  although  this  cannot  be  said  of 
all.  There  is,  however,  little  doubt  but  that  all  companies  will  recog¬ 
nize  the  necessity  for  a  liberal  interpretation  of  such  clauses  when 
claims  arise,  not  only  because  of  the  principle  of  fair  dealing,  gen¬ 
erally  recognized,  but  also  from  the  purely  selfish  standpoint  that 

LIBERAL  TREATMENT  PAYS. 


There  is  a  crying  need  for  greater  uniformity  in  practice.  Those 
who  have  had  most  opportunity  and  have  applied  most  ability  to  a 
study  of  the  question  are  in  reasonable  agreement,  so  far  as  the 
writer  can  see ;  but  many  of  the  smaller  companies  have  gone  ahead 
without  adequate  advice,  and  it  is  unfortunate  that  a  subject  like  this, 
capable  of  scientific  treatment,  should  be  handled  in  the  amateurish 
way  in  which  it  now  exists  in  this  country.  This  is  especially  notice¬ 
able  in  the  variety  of  benefits  granted,  in  the  so-called  options  which 
are  often  out  of  harmony  with  one  another,  arid  in  the  treatment  of 
hazardous  occupations,  women,  and  other  special  risks.  It  can  easily 
be  seen  that  the  benefit  cannot  be  granted  to  married  women  with 
the  freedom  it  can  be  to  men  in  responsible  positions,  because  women 
spend  much  of  their  time  at  home  anyhow,  and  a  condition  of  chronic 
invalidism  is  relatively  common  amongst  those  who  are  well-to-do; 
while,  on  the  other  hand,  men  have  a  greater  incentive  to  earn  a 
living,  retain  their  business  interests,  and  provide  by  insurance  for 
others.  A  free  exposition  of  difficulties  and  dangers  is  usually  the 
best  means  of  arriving  at  greater  concord  and  harmony,  for  the  at¬ 
tainment  of  which  this  subject  has  now  been  thus  discussed. 

I  should  like  to  see  the  better  class  companies  combine  to  tabulate 
their  experience  and  put  forth  new  and  authoritative  tables  as  a 
guide  for  all  who  study  this  subject.  Unfortunately  it  takes  several 
years  for  an  experience  of  this  kind  to  accumulate,  and  meantime 
it  seems  the  part  of  wisdom  to  move  forward  cautiously  so  long  as 
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the  light  is  dim,  and  we  are  not  fully  advised  of  the  pitfalls  in  the 
way. 

(Applause.) 

The  Chairman  :  We  will  now  take  an  adjournment  until  half¬ 
past  two,  but  I  wish  to  urge  you  all  to  come  as  promptly  as  possible, 
in  order  that  we  may  carry  through  the  programme  as  mapped  out. 
At  the  end  of  the  afternoon  session  there  will  be  an  executive  ses¬ 
sion  for  the  election  of  officers,  executive  committee,  etc.,  and  I 
would  like  very  much  to  have  as  many  of  the  Association  members 
as  possible  present  at  that  time.  That  will  be  at  the  close  of  the 
afternoon  session. 

Mr.  Cox  :  I  want  to  say,  gentlemen,  that  we  have  received  word 
from  the  Honorable  Minister  of  Finance  of  Canada.  I  will  read 
his  note: 

Replying  to  your  note,  I  am  very  much  pressed  by  numerous 
engagements  to-day,  but  shall  endeavor,  if  at  all  possible,  to  call  over 
to  see  you  between  three  and  four  o’clock  this  afternoon.” 

We  think  that  means  we  will  have  the  Minister  with  us  at  that 
hour.  (Applause.) 

A  recess  was  taken  until  2  130  p.m. 


FIRST  DAY 

Afternoon  Session 
Thursday,  December  11,  1913 

Mr.  George  E.  Ide  in  the  Chair. 

The  Convention  reassembled  at  2  .-30  p.m. 

The  Chairman  :  My  first  duty  is  to  announce  the  members  of 
the  Committee  on  Resolutions,  which  nominations  are  subject  to 
the  approval  of  this  meeting :  Senator  Tully  of  New  York,  Chairman ; 
Mr.  English  of  Connecticut,  Mr.  Calkins  of  Pennsylvania,  Mr.  Gold¬ 
man  of  Ontario,  Mr.  Rittenhouse  of  New  York,  Mr.  Harley  of 
Nebraska  and  Mr.  Key  of  Tennessee. 
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It  was  moved,  duly  seconded  and  unanimously  carried  that  the 
Committee  selected  by  the  Chairman  be  appointed. 

The  Chairman  :  The  first  paper  for  the  afternoon  is  on  the  sub¬ 
ject  “Federal  Supervision  and  What  It  Would  Mean  to  the  Policy¬ 
holders.”  I  have  been  personally  a  sufficient  length  of  time  inter¬ 
ested  in  life  insurance  matters  to  remember  the  period  when  you 
could  not  keep  track  of  the  names  of  the  Commissioners  because  the 
elections  in  the  various  States  were  held  so  frequently.  Mr.  Mans¬ 
field  has  been  Insurance  Commissioner  of  Connecticut  twice;  the 
first  period,  I  think,  was  from  1893  to  1895,  and  he  was  then  re¬ 
appointed  by  Governor  Baldwin  in  1911.  It  is  delightful  to  have 
with  us  to-day  to  speak  on  this  most  important  question  a  Commis¬ 
sioner  who  has  had  so  long  and  varied  an  experience.  It  gives  me 
pleasure  to  introduce  Mr.  Mansfield.  (Applause.) 


FEDERAL  SUPERVISION  AND  WHAT  IT  WOULD  MEAN 

TO  POLICYHOLDERS 

Mr.  Mansfield  spoke  as  follows : 

Mr.  President  and  Gentlemen : 

For  substantially  sixty  years  State  supervision  of  insurance  in 
some  form  has  been  in  existence.  From  the  very  start  the  idea 
has  been  persistently  and  continuously  developed,  until  now  every 
State  has  its  insurance  department,  to  which  is  given  the  power 
of  supervising  insurance  corporations  or  associations,  doing  business 
within  its  limits.  Sometimes  we  find  these  departments  in  charge 
of  an  Insurance  Commissioner  or  Superintendent,  and  sometimes 
in  charge  of  some  other  recognized  State  officer,  who,  ex-officio, 
has  jurisdiction  over  the  matter.  The  duties  placed  upon  these  de¬ 
partments  and  those  in  charge  thereof  have  also  constantly  increased. 
Created  originally  more  especially  to  determine  the  solvency  of  these 
companies  and  the  general  conduct  of  their  business,  the  States 
have  little  by  little  extended  their  authority,  until  now  they  enter 
into  the  minutest  detail  of  administration  and  direction.  There  has 
been,  and  is,  I  think,  too  much  legislation  of  this  character.  The 
expenses  of  the  companies,  the  determination  of  fire  rates,  the  com¬ 
missions  paid  to  agents,  the  qualification  of  agents  and  brokers  and 
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restrictions  as  to  their  operation,  the  salaries  of  the  officers  and  a 
hundred  other  matters  of  internal  arrangement,  not  to  mention  gross 
instances  of  injustice  of  quite  a  different  character  where  companies 
have  been  obliged  to  pledge  themselves  not  to  remove  cases  from 
State  courts,  have  been  made  the  subject  of  regulation  by  law. 
Legislation  is  looked  upon  as  a  panacea  for  all  ills,  very  often  with¬ 
out  regard  for  its  need,  its  merits  or  its  possibilities  of  accomplish¬ 
ment.  It  ought  not  to  be  assumed  that  because  a  few  people  seem 
to  be  or  are  in  fact  damaged,  that  a  general  remedy  should  be  pro¬ 
vided.  It  ought  not  to  be  assumed  that  because  many  people  seem 
to  desire,  or  in  fact  do  desire,  a  thing,  that  it  should  be  given  to 
them,  unless  it  first  be  determined,  upon  a  reasonable  consideration, 
that  it  is  good  for  them  to  have  it.  But  we  rush  to  legislation  for 
relief  as  if  that  relief  would  come  as  a  matter  of  course  and  all  we 
had  to  do  was  to  open  the  gates  and  let  the  remedial  streams  of 
justice  and  right  flow  forth  without  further  action,  quite  independ¬ 
ent  of  the  fact  that  we  take  from  the  people  the  power  to  think  and 
act  for  themselves  in  so  doing.  This  is  true  in  many  of  our  modern 
commercial,  industrial  and  social  relations,  and  especially  is  it  true 
of  insurance.  I  say  this  realizing  that  I  am  open  to  the  charge  of 
being  altogether  too  conservative  in  my  views  on  these  subjects 
and  that  the  proper  thing  to-day  is  to  legislate  everything 
right. 

The  companies  are,  however,  largely  to 1  blame  for  the  condition 
which  exists,  so  far  as  insurance  is  concerned.  They  refuse  or  fail 
to  see  danger  signals  when  in  full  view  before  them.  Many  of  the 
difficulties  which  are  forced  into  legislative  halls  could  be  quietly 
and  more  satisfactorily  met  through  conference  and  discussion.  The 
life  companies  were  warned  years  before  the  crisis  of  1905  came. 
They  refused,  in  their  wild  rush,  to  be  guided  or  led.  The  casualty 
companies  to-day  have  problems  before  them  which  they  should 
solve.  Their  destination  is  just  as  surely  legislation  as  it  was  in 
1905,  unless  they  stop  and  consider.  This  all  has  a  bearing  on  the 
question  of  supervision  and  promotes  undue  and  often  unnecessary 
regulation  and  control. 

It  is  a  very  significant  fact  that  side  by  side  with  this  growth  of 
State  supervision  there  has  almost  always  been,  from  the  very  be¬ 
ginning,  a  very  strong  feeling  that  supervision  of  insurance  and 
insurance  companies  should  be  National  rather  than  State  in  its 
character.  Scarcely  had  Massachusetts  established  her  department 
and  placed  it  in  the  care  of  her  foremost  expert,  Elizur  Wright, 
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than  he  declared  himself  to  be  an  advocate  of  Federal  supervision, 
in  the  following  language : 

“We  see  how  rapidly  the  business  of  life  insurance  is  developing 
itself  in  the  United  States  by  that  portion  of  it  which  comes  within 
the  narrow  scope  of  our  office  (referring  to  the  Massachusetts  de¬ 
partment).  Supervision  is  but  the  exercise  of  a  State  right  of  self- 
defense.  Yet  if  the  legislation  of  Massachusetts  were  copied  in 
every  State  life  insurance  companies  would  either  be  confined  to 
too  narrow  limits  or  would  be  embarrassed  with  a  vast  amount  of 
needless  labor  and  expense.  Inasmuch  as  insurance  is  a  general 
interest,  and  every  insurance  institution  should  be  secured  as  much 
as  possible  against  the  operation  of  local  causes,  it  is  difficult  for 
us  to  perceive  why  the  supervision  of  all  insurance  companies  of 
every  sort  intended  to  operate  beyond  the  limits  of  State  lines  should 
not  be  a  function  of  the  general  government.  Simplicity  and  econ¬ 
omy  alone  seem  to  require  it,  and  since  the  citizens  of  every  State 
do,  as  a  matter  of  fact,  largely  avail  themselves  of  their  Constitu¬ 
tional  right  to  the  privileges  of  citizens  of  other  States,  it  may  well 
be  questioned  whether  in  regard  to  life  insurance,  especially,  any 
State  can  protect  itself  so  well  as  it  might  be  protected  by  the  gen¬ 
eral  government/’* 

The  Insurance  Commissioner  of  Connecticut,  in  his  report  of 
the  same  year,  1865,  strenuously  advocated  the  organization  of  a 
National  bureau,  to  which  should  be  committed  the  charge  of  in¬ 
surance  companies  and  insurance  interests.  Other  States  advocated 
a  like  measure.  There  was  then  a  strong  effort  being  made  in  the 
direction  of  Federal  supervision,  and  from  that  date  to  this  there 
has  never  been  a  time  when  Federal  supervision  has  not  had  its  ad¬ 
vocates,  who  have  lost  no  opportunity  to  present  the  matter  for  pub¬ 
lic  consideration  and  discussion. 

Attempts  by  legislation  to  procure  this  result  have  been  numerous. 
In  June,  1866,  a  bill  was  introduced  into  Congress  by  Mr.  Lawrence 
of  Pennsylvania  calling  for  Federal  control  of  insurance  compa¬ 
nies.  According  to  Mr.  Dryden,  this  was  the  first  bill  of  its  kind 
to  be  thus  presented.  Up  to  1905,  when  Mr.  Dryden’s  own  bill 
was  presented,  twelve  similar  bills  had  already  been  introduced  at 
various  sessions.  Most  of  these,  after  reference  to  their  proper 
committee,  were  never  heard  of  again;  some  were  adversely  re¬ 
ported;  but  none,  so  far  as  I  can  learn,  received  favorable  consid¬ 
eration.  In  1905,  also,  President  Roosevelt  suggested  an  inquiry 

*Tenth  Report  Mass.  Insurance  Department,  1865. 
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into  the  Constitutional  right  of  Congress  to  regulate  the  matter. 
The  time  was  especially  propitious  for  such  a  suggestion,  and  a 
decidedly  new  impetus  was  given  to  the  whole  subject,  the  Ameri¬ 
can  Bar  Association  and  sundry  organizations  of  trade  pronouncing 
themselves  strongly  in  favor  of  the  measure  and  calling  for  definite 
action.  Many  Commissioners  have  also  favored  it.  The  Commis¬ 
sioner  of  Wisconsin,  for  instance,  in  1905,  expressed  himself  as  a 
firm  believer  in  National  supervision,  and  outlined  . the  scope  of  such 
a  plan  very  carefully.  It  seems  to  me  that  his  plan  was  an  excellent 
one  and  would  help  the  insurance  situation  in  many  ways,  assuming 
the  general  government  could  act.  You  will  remember  the  princi¬ 
pal  points  of  his  plan.  The  power  to  examine  all  foreign  insurance 
companies  doing  business  in  this  country,  the  power  to  examine  all 
companies  doing  business  outside  of  their  home  State  and  to  for¬ 
ward  copies  of  such  examination  to  all  States  where  such  companies 
might  do  business,  the  power  to  carry  all  deposits  of  all  companies 
doing  business  in  more  than  one  State,  and  the  power  to  value  the 
policies  of  all  life  insurance  companies  doing  business  in  other  than 
their  home  States,  were  embraced  therein. 

Some  of  the  other  Commissioners  who  have  from  time  to  time 
advocated  Federal  supervision  have  been  Mr.  McCall  of  New  York, 
Mr.  Durkee  of  Illinois,  Mr.  Fricke  of  Wisconsin  and  Mr.  Vorys 
of  Ohio.  The  insurance  press  has  also  supported  the  plan,  in  the 
main,  with  great  persistency,  and  here  and  there  the  secular  press 
and  some  of  our  periodicals  have  also  favored  it. 

It  would  not,  however,  be  fair  to  assume  that  the  larger  propor¬ 
tion  of  these  agencies,  or  that  any  one  of  them  as  a  whole,  is  so 
disposed.  My  impression  is  that  certainly,  so  far  as  the  State  de¬ 
partments,  the  press  in  general,  organizations  of  a  public  or  semi¬ 
public  nature,  outside  of  the  insurance  companies  themselves  per¬ 
haps,  are  concerned,  the  feeling,  as  a  rule,  is  unalterably  opposed 
to  any  plan  of  Federal  supervision.  It  is  well  known  that  the  com¬ 
panies  of  my  own  State,  whose  views,  by  virtue  of  their  importance 
and  influence,  are  entitled  to  great  weight,  are  in  strong  opposition 
to  a  Federal  plan,  certainly  if  both  a  Federal  and  State  supervision 
are  to  be  maintained  side  by  side. 

Advantages 

I  wish  first  to  consider  some  of  the  advantages  of  Federal  super¬ 
vision  over  the  present  plan.  Such  matters  as  over  and  conflicting 
legislation,  undue  expense  and  excessive  taxation  immediately  arise. 
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The  laws  of  the  several  States  on  this  subject  of  insurance,  as 
on  so  many  other  subjects,  involving  as  they  do  a  constantly  grow¬ 
ing  intercourse  among  the  States,  should  be,  as  far  as  possible,  uni¬ 
form.  Social  life  and  progress,  commercial  and  industrial  develop¬ 
ment,  require  this.  Instead  of  finding  a  code  of  uniform  laws  on 
insurance  in  the  several  States,  or  anything  approaching  it,  there  is 
not  a  really  good  code  existing  in  any  State  to-day  among  the  great 
variety  which  are  in  force.  The  laws  of  Connecticut  are  crude  and 
inadequate,  meeting  but  imperfectly  many  of  the  conditions  of  the 
day — a  veritable  patchwork — and  as  to  some  aspects  of  the  question 
entirely  lacking  in  its  regulation  and  requirement.  Yet  I  believe 
that  these  laws  are  as  well  calculated  to  meet  the  practical  prob¬ 
lems  and  conditions  in  the  insurance  field  at  large  as  are  many 
codes  more  recent  in  their  origin  and  more  comprehensive  in  their 
scope  and  application.  Codes  which  go  into  great  detail  of  man¬ 
agement  and  control,  which  suggest  and  are  in  the  nature  of  by¬ 
laws,  codes  which  take  away  freedom  of  action  and  initiative  and 
treat  the  companies  as  school  children,  learning  the  rudiments  of 
their  education,  are  not  for  the  advantage  of  the  companies  or  the 
public.  Fifty  different  departments,  with  fifty  different  heads  and 
fifty  different  legislatures  looking  for  opportunities  to  regulate, 
however  much  some  of  those  opportunities  should  be  improved  and 
however  meritorious  some  of  them  may  be,  do  not  in  the  long  run 
conduce  to  order  or  uniformity  either  in  legislation  or  administra¬ 
tion.  I  know  full  well  that  much  progress  has  been  made  towards 
uniformity  by  reason  of  the  joint  action  of  the  companies,  on  the 
one  hand,  and  the  Insurance  Commissioners,  in  their  national  con¬ 
vention,  on  the  other;  that  many  good  bills  have  resulted,  though 
in  many  cases  they  have  been  adopted  in  so  few  states  that  they 
have  promoted  rather  than  prevented  confusion  and  disorder.  Of 
the  good  bills  which  have  so  resulted  and  have  been  adopted  fairly 
generally,  the  standard  fire  policy,  the  health  and  accident  provi¬ 
sions,  the  New  York  Conference  Bill,  relating  to  fraternal  societies, 
are  conspicuous  examples.  But  even  here  it  is  with  the  utmost 
difficulty  that  a  fair  measure  of  uniformity  is  secured,,  and  many 
States  whose  Commissioners  have  strongly  favored  these  matters,  or 
similar  ones,  decline  to  follow  their  leadership. 

An  uniform  Federal  law,  however  much  it  might  be  subject  to 
amendment,  would  nevertheless  furnish  one  standard  of  regulation 
and  compliance  and  should  be  administered  by  one  head.  Whatever 
advantages  would  accrue  in  having  uniform  legislation  in  the  indi- 
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vidual  States,  if  such  were  possible,  and  every  one  admits  that 
there  would  be  advantages  in  such  a  condition,  the  same  advantages 
and  many  more  would  inevitably  accrue  under  a  Federal  plan  so 
administered.  For  even  now,  in  those  cases  where  the  laws  are 
substantially  uniform,  differences  in  administration  and  diversity 
of  interpretation,  between  the  States,  follow  as  a  matter  of  course. 
Much  as  uniformity  in  State  legislation  and  administration  is  de¬ 
sirable,  and  much  as  the  States  should  strive  for  it,  there  is  never¬ 
theless,  at  times,  an  inclination  on  the  part  of  the  States  to  pro¬ 
mote  their  own  interests  rather  than  the  interest  of  all,  to  secure 
local  benefits,  and  in  the  case,  I  am  sorry  to  say,  of  individuals, 
sometimes,  an  effort  to  gratify  personal  ambitions.  Federal  super¬ 
vision  would  remove  the  cause  and  the  opportunity  for  these  things. 

I  am  not  led  in  the  enumeration  of  these  advantages  by  a  desire 
to  help  the  companies.  Whatever  helps  them,  however,  helps  their 
policyholders,  who  form  today  a  large  part  of  our  population,  and 
who  would,  I  believe,  receive  direct  advantages,  not  only  in  the  way 
herein  indicated,  but  in  many  ways  not  easily  outlined,  and  which 
would  naturally  follow  the  institution  and  expansion  of  Federal 
supervision. 

Other  advantages  would  include  one  official  report,  in  place  of 
many ;  one  standard  publication,  and  the  avoidance  of  printing  over 
and  over  again  much  matter,  itself  of  little  or  no  use ;  this  repeti¬ 
tion  I  consider  an  absolute  waste  of  money ;  one  official  examina¬ 
tion  and  report  thereof ;  one  uniform  method  of  valuing  policies ; 
one  uniform  administration  and  regulation;  a  decrease  in  the  cost 
of  supervision  both  to  the  companies  and  the  States ;  one  source  of 
information  for  the  policyholder  instead  of  many  sources,  for  now 
a  policyholder  often  applies  for  help  to  his  own  Commissioner  and 
the  Commissioner  of  the  company’s  home  State,  with  conflicting 
opinions  not  infrequently  resulting, — I  shall  refer  to  this  again 
among  the  disadvantages  hereinafter  considered;  the  elimination 
of  many  wild-cat  schemes  of  insurance;  in  short,  the  whole  business 
would  be  placed  upon  a  better,  more  stable  and  distinctly  higher 
plane  than  is  now  possible.  In  another  important  respect  also  there 
would  be  an  advantage.  There  would  come  a  better  and  more  con¬ 
sistent  method  of  taxation,  and  fees  and  dues  would  be  more 
equitably  distributed.  The  present  methods  of  taxation,  however 
much  they  enrich  the  States,  are  not  based  upon  the  highest  economic 
principles.  The  evils  of  retaliation  on  the  part  of  a  State  against 
the  statutory  requirements  of  other  States  would  also  be  overcome, 


66 


FEDERAL  SUPERVISION  AND  WHAT  IT 


and  there  would  be  removed  in  some  degree,  at  least,  the  danger 
and  inconvenience  which  now  result  in  the  law,  not  only  from  a 
lack  of  uniformity  in  legislation,  but  also  in  a  lack  of  uniformity 
in  the  judicial  decisions  of  the  courts  of  the  various  States  touching 
a  given  subject-matter. 

Disadvantages 

Of  course  it  goes  without  saying  that  there  are  in  the  minds  of 
many  people  serious  disadvantages  to  such  a  plan. 

It  has  been  strenuously  claimed  that  our  insurance  interests 
would  be  more  easily  controlled  by  a  few  men,  working  together, 
if  their  supervision  were  placed  under  one  head  rather  than  under 
many.  This  assumes  that  one  department  would  be  more  approach¬ 
able,  more  easily  influenced  and  more  readily  swayed  by  those  in¬ 
terests.  I  cannot  concede  this.  I  do  not  believe  that  the  examiners 
of  our  National  banks  are  any  more  susceptible  to  corrupt  influ¬ 
ences  than  the  examiners  of  our  State  banks  are,  and  the  idea  that 
it  would  be  more  easy  to  enter  into  corrupt  relations  with  one  Com¬ 
missioner  than  with  fifty,  while  true  possibly  as  an  abstract  state¬ 
ment,  is  not  tenable  as  a  practical  proposition. 

Another  disadvantage  urged  is  that  a  Federal  department  would 
remove  the  policyholder  too  far  away  from  the  source  of  infor¬ 
mation  and  make  it  more  difficult  for  him  to  acquire  such  informa¬ 
tion  as  he  might  desire  than  it  is  now.  I  do  not  think  so,  on  the 
whole.  Knowledge  and  information  as  to  all  the  doings  of  all  the 
companies,  coming  under  one  department,  would  be  collected  at 
one  place  or  source  of  supply  and  would  be  available  to  everybody 
As  it  is  now,  there  are  any  number  of  instances  where  a  given  de¬ 
partment  does  not  know  that  which  the  policyholder  desires  and 
has  a  right  to  have,  in  regard  to  companies  of  other  States  and 
especially  in  regard  to  non-admitted  companies.  It  does  not  stand 
to  reason  that  the  Commissioner  of  Connecticut,  for  example, 
should  know  as  much  about  a  Colorado  corporation,  which  he  does 
not  examine,  as  the  Commissioner  of  Colorado,  who  does  examine 
it.  And  this  is  true  notwithstanding  the  results  of  such  examina¬ 
tion  are  public  and  accessible  to  all. 

Another  disadvantage  urged  is  that  a  single  department  could 
be  brought  more  easily  under  political  control.  This  is  a  serious 
matter  and  deserves  fair  and  candid  consideration.  I  do  not  be¬ 
lieve  it  has  great  weight  necessarily,  because  if  it  is  true  in  the  case 
of  one  department,  it  certainly  would  be  in  the  case  of  fifty;  and 
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because,  also,  I  am  a  firm  believer  in  the  practical  application  of  the 
principles  of  civil  service  reform.  Politics  should  be  removed  en¬ 
tirely  from  all  departments,  Federal  or  State,  requiring  experience, 
knowledge,  impartiality  and  ability  to  conduct  them.  And  no  de¬ 
partment  is  efficient  without  these  things.  There  is  far  more  chance 
of  the  exercise  of  political  influence  in  each  of  fifty  State  depart¬ 
ments  as  a  group  than  in  one  National  department,  because  the 
political  complexion  changes  far  more  frequently  in  the  States  than 
in  the  Nation.  The  Fact  is  that  there  should  be  no  political  influ¬ 
ences  at  work  in  any  department,  State  or  National. 

Another  disadvantage  has  been  urged  with  much  force.  Mr. 
James  C.  Jones,  the  distinguished  member  of  the  St.  Louis  bar, 
has  expressed  it  so  well  that  I  will  quote  from  his  address  to  the 
International  Association  of  Accident  Underwriters,  in  1910.  He 
says : 

“National  supervision  itself  would  be  attended  with  many  evils, 
from  which  there  would  be  no  relief,  except  that  which  came  from 
repeal.  Iniquitous  legislation  or  official  oppression  by  the  States 
is  remediable  by  withdrawal  from  the  States,  but  iniquitous  Na¬ 
tional  legislation  or  oppression  by  a  National  official  must  be  sub¬ 
mitted  to.” 

Another  objection  which  has  much  weight  is  that  if  insurance 
is  to  be  transferred  to  Federal  control  other  interests  are  also  bound 
to  be.  Yes,  this  is  true.  Banking  and  railroads,  however,  and 
many  other  large  interests  are  there  now,  because  of  the  right  of 
the  Nation  under  the  Constitution  to  exercise  authority  over  them. 
The  business  of  insurance  is  just  as  large  and  important  in  its  way 
as  any  of  them,  and  more  people  are,  I  believe,  directly  interested 
in  its  proper  supervision  than  they  are  in  the  supervision  of  any 
of  the  other  great  subject-matters  enumerated. 

There  also  arise  the  difficulties  of  adjusting  the  situation  to  new 
conditions  and  the  annoyances  and  confusion  which  would  neces¬ 
sarily  come  in  transferring  the  entire  matter  of  insurance  supervi¬ 
sion  from  an  old  established  system  to  a  new  and  untried  one.  So 
much  for  some  of  the  disadvantages.  I  have  not  named  them  all, 
but  I  have  not  intentionally  omitted  any. 

Obstacles 

There  are  really  serious  obstacles  in  the  path  of  Federal  super¬ 
vision  which  do  not  so  readily  yield  to  reason  perhaps  as  the  dis¬ 
advantages  named.  These  obstacles  may  be  classified  into  the  prac- 
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tical,  the  political  and  the  legal  or  Constitutional.  Is  it  possible  to 
inaugurate  a  Federal  system?  What  are  some  of  the  practical 
difficulties  ? 

The  question  of  State  power  so  firmly  established  and  exercised, 
quite  apart  from  its  political  character,  is  one.  What  has  happened 
during  all  these  years  since  official  supervision  began  has  been  a 
tremendous  extension  of  the  authority  of  the  States  in  the  prem¬ 
ises  and  the  strengthening  of  their  position  from  force  of  circum¬ 
stances.  It  would  seem  as  if  from  this  point  of  view  there  were 
to-day  less  chance  for  the  introduction  of  Federal  supervision  than 
there  was  half  a  century  ago.  This  has  been  brought  about  in  many 
ways,  and  in  spite  of  the  fact  that  in  size,  importance,  variety  and 
extent,  insurance,  as  it  is  now  conducted,  has  grown  far  beyond  the 
anticipations  and  expectations  of  those  who  even  in  its  early  days 
spoke  of  it  as  phenomenal..  No  State  is  likely  to  relinquish  its  hold 
on  such  an  immense  matter.  This  is  true  simply  because  it  is  not 
for  its  material  interest  to  do  so.  Neither  will  it  yield  its  present 
taxing  power  or  its  demands  to  those  fees  and  penalties  under  which 
a  fairly  large  part  of  its  revenue  is  secured  with  very  little  difficulty 
and  no  great  effort. 

Then,  again,  I  apprehend  that  a  very  large  majority  of  those 
charged  with  the  supervision  of  insurance  in  their  respective  States 
would  oppose  such  a  change;  oppose  it  perfectly  honestly  and 
naturally,  and  express  at  the  same  time  the  preference  of  their 
people.  In  this  connection  I  wish  to  say,  for  otherwise  I  may  be. 
misunderstood,  that  I  do  not  for  a  moment  consider  State  super¬ 
vision  a  failure,  but  simply  that  the  other  plan  would  be,  in  my  judg¬ 
ment,  a  better  one. 

The  political  obstacles  also  cannot  be  easily  overcome.  I  mean 
political,  of  course,  not  in  a  strictly  party  sense,  though  it  may 
happen  to  be  so  measured  in  this  instance,  but  as  pertaining  to  pub¬ 
lic  policy  and  the  administration  of  government — the  policy  of 
centralization,  if  you  please,  as  against  the  policy  of  the  rights  of 
the  States.  It  seems  to  me  that  that  issue  is  squarely  drawn,  and 
although  I  belong  to  the  party  which,  broadly  speaking,  is  opposed 
to  centralization,  I  am  willing  to  yield  to  what  seems  to  me  to  be 
more  for  the  public  good  and  better  for  the  welfare  of  the  people 
concerned.  I  am,  of  course,  well  aware  that  this  tendency  towards 
centralization  and  governmental  control  is  growing  by  leaps  and 
bounds,  even  to  the  threatened  absorption  by  the  general  govern¬ 
ment  of  some  of  our  public  utilities.  The  regulation  and  control 
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by  the  government  of  many  private  enterprises  has  already  been 
assumed.  All  this  I  believe  may  be  carried  too  far.  But  when  we 
come  to  insurance,  which  is  more  than  a  private  industry  and  par¬ 
takes  largely  of  a  public  character  and  is  so  general  in  its  extent,  it 
furnishes  an  opportunity  for  Federal  supervision  as  against  State 
supervision.  Nevertheless,  the  doctrine  of  States’  rights  could  and 
would  be  raised,  as  it  has  been  in  the  past,  against  the  new  propo¬ 
sition,  unless  perchance  we  can  find  a  foundation  on  which  to  build 
among  the  powers  conferred  by  the  individual  States  upon  the 
United  States.  In  other  words,  unless  the  United  States  can  act 
under  one  or  more  of  the  provisions  of  the  Constitution,  either  di¬ 
rectly  or  indirectly. 

Many  people  say  that  inasmuch  as  the  general  government  su¬ 
pervises  banks  and  railroads,  as  we  have  said  before,  that  it  should 
also  supervise  insurance.  There  is  no  analogy  here,  because  the 
power  of  supervision  over  banks  and  railroads  is  conferred  by  the 
Constitution;  and  even  if  insurance  did  present  an  analogous  case 
to  the  railroads,  the  fact  that  State  supervision  of  railroads  exists 
side  by  side  with  Federal  supervision  would  militate  against  its  ap¬ 
plication  to  insurance  unless  State  supervision  were  discontinued. 

I  am  not  going  to  discuss  the  legal  or  Constitutional  phase  of  this 
question  to  any  considerable  degree.  Volumes  have  been  written 
and  spoken  about  it.  The  advocates  of  the  Federal  plan  build  their 
position  upon  two  provisions  of  the  Constitution — the  general  wel¬ 
fare  clause,  so  called,  and  the  clause  conferring  upon  Congress 
the  power  to  regulate  interstate  commerce.  I  do  not  think  that  the 
general  welfare  clause  is  now  regarded  as  having  had  much,  or  any, 
bearing  on  the  question.  Certainly  if  it  ever  did  have,  that  bearing 
is  now  practically  a  thing  of  the  past.  Supervision  of  insurance  is 
not  in  itself  a  matter  of  general  welfare  of  the  United  States,  and 
does  not  come  within  the  meaning  of  that  phrase  as  used  in  the 
Constitution  when  we  regard  the  context  and  subject-matter  of 
Paragraph  I,  Section  VIII,  in  which  it  appears.  It  no  more  con¬ 
cerns  the  general  welfare  of  the  United  States  than  a  hundred  other 
things  do — things  about  whose  exclusion  from  that  paragraph  there 
cannot  be  a  shadow  of  a  doubt.  It  is,  however,  in  connection  with 
the  commerce  clause,  Paragraph  3  of  the  same  section,  that  the 
claim  is  made.  This  paragraph  reads  as  follows :  “Congress  shall 
have  power  to  regulate  commerce  with  foreign  nations  and  among 
the  several  States  and  with  the  Indian  Tribes.”  We  are  brought 
face  to  face,  in  this  way,  with  the  question,  Is  insurance  commerce? 
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Unfortunately,  it  has  been  held  by  the  Supreme  Court  of  the  United 
States,  over  and  over  again,  that  it  is  not.  This  Court  has  so  held 
in  regard  to  fire  insurance  (Paul  vs.  Virginia,  8  Wallace  168,  de¬ 
cided  in  1868)  ;  in  regard  to  marine  insurance  (Hooper  vs.  Cali¬ 
fornia,  155  U.  S.  648,  decided  in  1895)  ;  in  regard  to  life  insurance 
(Cravens  vs.  New  York  Life  Insurance  Company,  178  U.  S.  389, 
decided  in  1900).  And  these  cases  have  been  affirmed  and  the  opin¬ 
ions  reiterated  many  times.  There  have  been  discussions  without 
number  as  to  the  meaning  of  these  decisions — the  advocates  of 
Federal  supervision  drawing  many  distinctions  as  to  what  is  and 
what  is  not  insurance,  and  as  to  what  the  Court  really  did  or  did 
not  decide  on  the  subject;  its  opponents  standing  firmly  on  the 
proposition  that  insurance  is  not  commerce,  and,  therefore,  that  it 
is  not  a  subject  for  Congressional  regulation.  Here  it  seems  we 
must  rest  for  a  while,  whether  we  want  to  or  not;  and  here,  I  ap¬ 
prehend,  we  will  find  the  reason  why  all  of  the  attempts  to  procure 
Congressional  action  have  failed.  I  do  not  overlook  the  authority 
which  Congress  gave  the  Bureau  of  Corporations  to  collect  infor¬ 
mation  regarding  insurance  companies  doing  an  interstate  business, 
and  which  action,  it  seems  to  me,  has  very  little  effect  on  answer¬ 
ing  our  question  as  to  insurance  being  commerce.  No,  we  must 
accept  the  situation  and  look  for  a  remedy.  We  have  been  looking 
for  the  remedy  for  forty  years  without  avail.  We  need  some  X-ray 
illumination,  something  in  the  field  of  insurance,  in  the  nature  of  a 
discovery  in  the  field  of  science,  that  will  promote  and  advance  our 
claim.  Two  things  have  thus  far  been  suggested.  One  is  an  amend¬ 
ment  to  the  Constitution,  the  other  contemplates  that  the  Supreme 
Court  will  depart  from  its  previous  decisions.  Of  the  two,  there 
is  more  hope  for  the  second  than  for  the  first.  The  people  of  the 
United  States  are  not  going  to  amend  the  Constitution  just  to  bring 
about  Federal  supervision  of  insurance.  If  it  comes  at  all,  in  this 
way,  it  will  come  only  by  an  enlargement  of  the  powers  of  the  Na¬ 
tional  government  over  corporations  in  general,  and  we  are  now 
learning,  by  the  official  utterances  of  our  highest  court,  that  the  Con¬ 
stitution  already  contains  large  powers  in  regard  to  corporations, 
without  further  amendment,  not  dreamed  of  at  the  time  of  its  adop¬ 
tion.  Such  a  solution  is  not  impossible,  but  it  is  not  probable. 

The  other  solution  is  to  show  the  Supreme  Court  that  times  havt 
so  changed  in  regard  to  insurance  that  its  former  views  are  nc 
longer  pertinent.  It  seems  to  me  that  this  is  not  impossible.  Then 
is  no  reason  why  a  court  should  unchangeably  adhere  to  its  forme1 
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position  always;  that  the  doctrine  of  stare  decisis  is  unalterable. 
Our  court  has  changed  its  opinions  hitherto  and  can  do  so  again, 
and  that  without  really  overruling  itself.  Here  is  a  great  business, 
penetrating  into  all  parts  of  our  commercial,  industrial  and  social 
world;  entering  every  portion  of  the  land  and  into  multitudes  of 
homes;  its  contracts  are  sold,  bartered  and  made  the  subject  of  trade 
and  exchange — but  they  are  still  without  the  pale,  as  defined  in 
Paul  vs.  Virginia,  and  do  not  have,  as  the  Court  said  there,  an  exist¬ 
ence  and  value  independent  of  the  parties  to  them.  They  are,  how¬ 
ever,  absolutely  essential  to  promote  and  protect  trade  and  com¬ 
merce,  and  therein  is  the  hope  of  solution.  Two  interesting  books 
relating  to  the  powers  of  the  Federal  government  have  recently 
been  published.  One  is  by  Mr.  Edwin  S.  Corwin  of  Princeton,  on 
National  Supremacy;  the  other  by  Mr.  Roland  C.  Heisler  of  the 
University  of  Pennsylvania,  on  Federal  Incorporation.  While  the 
first  treats  mainly  of  the  National  treaty  power  and  its  relations  to 
State  power,  Mr.  Corwin  has  much  to  say  upon  the  doctrine  of 
National  supremacy,  per  se,  and  argues  for  a  larger  and  broader 
National  development.  This,  so  far  as  it  goes  is  well,  although  it 
is  only  a  return,  as  he  shows,  to  the  early  days  of  the  Nation,  when 
the  National  character,  under  repeated  decisions  of  our  Supreme 
Court,  was  far  more  emphasized  than  it  came  to  be  later  under  the 
doctrine  of  -State  sovereignty — a  doctrine  which  still  held  sway, 
though  with  diminished  force  no  doubt,  when  the  case  of  Paul  vs. 
Virginia  was  determined  in  1868.  The  tendency  to-day,  as  we  have 
seen  and  realize,  is  strong  towards  National  supervision  of  incor¬ 
porations  in  general;  and  it  seems  to  me  that  such  a  tendency  must 
have  its  effect  upon  such  a  matter  as  the  Federal  supervision  of 
insurance  companies,  even  if  they  do  not  come  under  the  accepted 
interpretation  of  the  commerce  clause.  It  makes  another  interpre¬ 
tation  thereof  more  easy.  It  has  been  urged  that  if  Congress  would 
pass  a  law  declaring  insurance  to  be  commerce,  the  Supreme  Court 
would  be  bound  to  heed  the  declaration.  Such  cannot  be,  how¬ 
ever.  Congress  cannot  make  insurance  commerce  by  calling  it  so. 
Long  ago,  in  McCullough  vs.  Maryland,  4  Wheaton,  316,  the  Su¬ 
preme  Court  said:  “Should  Congress,  under  the  pretext  of  exe¬ 
cuting  its  powers,  pass  laws  for  the  accomplishment  of  objects  not 
entrusted  to  the  government,  it  would  become  the  painful  duty  of 
this  tribunal,  should  a  case  requiring  such  a  decision  come  before 
it,  to  say  that  such  an  act  was  not  the  law  of  the  land.”  However, 
an  act  of  Congress  declaring  insurance  to  be  commerce,  sincerely 
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enacted,  would  be  another  step  in  the  progress  of  our  task  and  an¬ 
other  indication  of  the  condition  now  pressing  more  and  more  for 
recognition. 

Mr.  Heisler  in  his  book  upholds  the  decision  in  Paul  vs.  Virginia, 
but  makes  this  significant  statement  (page  203),  namely:  “It  is, 
however,  conceivable  that  the  risk  of  shipping  articles  of  a  certain 
character  might  be  so  great  that  it  would  never  be  done  without 
insuring  them.  In  such  cases,  while  the  insurance  in  itself  would 
not  be  interstate  commerce,  it  might  well  be  so  necessary  an  inci¬ 
dent  to  interstate  shipments  as  to  be  brought  within  the  jurisdic¬ 
tion  of  Congress.”  We  all  know  now  how  necessary  insurance  is, 
and  that  the  risk  of  shipping  articles  is  already  so  great  that  it  is 
seldom  done  without  insurance,  not  as  an  incidental,  but  a  vital,  part 
of  trade  and  commerce.  Perhaps  Mr.  Heisler’s  suggestion  contains 
a  remedy  forced  by  the  ever-present  existence  of  the  conditions  to 
which  he  refers.  The  existence  of  insurance  in  connection  with 
trade  is  far  more  extensive  and  important  than  the  quotation  just 
given  would  indicate.  We  may  well  remember  in  this  connection 
that  the  same  court  which  has  said  that  insurance  is  not  commerce 
also  said,  in  Bowman  vs.  Railway,  125  U.  S.,  page  465,  that  what 
constitutes  an  article  of  commerce  depends  on  the  usage  of  the  com¬ 
mercial  world.  We  may  also  well  remember  that  Mr.  Justice  Brewer 
said  in  the  case  of  Debs,  158  U.  S.  591,  “that  Constitutional  provi¬ 
sions  do  not  change,  but  their  operation  extends  to  new  matters  as 
the  modes  of  business  and  the  habits  of  life  of  the  people  vary  with 
each  successive  generation.  So  it  is  with  the  grant  to  the  National 
government  of  power  over  interstate  commerce.  The  Constitution 
has  not  changed.  The  power  is  the  same.  But  it  operates  to-day 
upon  modes  of  interstate  commerce  unknown  to  the  fathers,  and 
it  will  operate  with  equal  force  upon  any  new  modes  of  such  com¬ 
merce  which  the  future  may  develop.” 

Ideal  Supervision 

The  ideal  method  of  supervision,  it  seems  to  me,  would  be  a  sys¬ 
tem  organized  and  controlled  by  the  Federal  government,  with  one 
superintendent  at  its  head  and  with  as  large  a  force  of  assistants  as 
would  be  necessary  to  supervise  thoroughly  and  well  all  insurance 
companies,  corporations  and  associations  doing  business  in  the 
United  States,  outside  of  the  State  of  their  incorporation.  Such  a 
system  should  be  on  a  larger  and  more  efficient  foundation  than  the 
supervision  of  the  National  banks  is  to-day.  If  necessary,  sub- 
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ordinate  offices  should  be  opened  and  operated  in  important  cities, 
such  as  Boston  (I  would  prefer  Hartford'),  New  York,  New  Or¬ 
leans,  Chicago,  Denver  and  San  Francisco.  No  one  company  en¬ 
gaged  in  the  insurance  business  confines  that  business,  as  a  rule,  to 
the  limits  of  its  own  State.  It  must  have  the  benefit  which  comes 
from  a  larger  territory  and  population,  in  order  to  render  the  best 
service.  There  must  be  a  wide  distribution  of  risks.  Many  of  the 
large  companies,  whatever  the  form  of  insurance  in  which  they  are 
engaged,  cover  a  very  large  part  of  the  United  States  in  these  re¬ 
spects.  It  seems  to  me,  therefore,  that  the  general  government 
should  be  the  agency  by  which  the  supervision  of  these  companies 
is  conducted.  This  is  true  not  only  of  those  whose  operations  are 
extensive  and  cover  many  States,  but  also  of  those  which  confine 
their  operations  to  comparatively  few  States.  The  ambition  and 
financial  ability  of  such  as  these  last  named  soon  lead  them  into 
wider  fields.  While  it  may  be  desired,  in  fact  necessary,  that  each 
State  should  control  its  own  companies  so  long  as  their  operations 
are  confined  within  that  State,  yet  so  soon  as  those  companies  are 
admitted  elsewhere,  they  cease  to  be  State-operating  institutions, 
and  begin  to  put  on  a  National  character.  The  abolition  by  a  State 
of  the  supervision  of  its  own  companies  cannot  be  expected,  but 
any  plan  of  Federal  supervision,  in  order  to  be  most  effective  and 
accomplish  the  best  results,  must  supersede  all  supervision  other 
than  that  conceded  to  the  State  itself  over  its  own  companies  oper¬ 
ating  in  the  State.  Otherwise  we  would  only  be  adding  to  the  tur¬ 
moil  and  trouble  which  now  prevail.  Federal  supervision  should  not 
be  added  to  the  supervision  of  fifty  States,  but  should  be  substituted 
in  lieu  thereof. 

Conclusion 

No  one  regrets  more  than  I  do  that  I  have  nothing  fresh  to  offer 
in  the  discussion  of  this  academic  question;  that  I  have  given  rather  . 
a  review  of  the  whole  matter  than  the  suggestion  of  a  remedy  or 
solution.  I  firmly  believe,  however,  that  Federal  supervision  is  de¬ 
sirable  to  the  exclusion  of  supervision  by  the  States,  and  that  one 
way  to  procure  it  is  by  creating  an  atmosphere  in  which  it  can 
breathe  and  live ;  that  in  spite  of  their  previous  decisions,  the  courts 
must  realize  that  there  is  a  condition  which  demands  that  insurance 
be  recognized  as  a  material  part  of  commerce  and  commercial  trans¬ 
actions — in  fact,  is  commerce;  that  when  and  if  that  recognition 
should  ever  come,  the  solution  of  the  problem  before  us  will  be  at 
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hand;  and  that  the  present  tendency  of  the  Federal  government 
to  supervise  great  industrial  and  commercial  enterprises  would  be 
extended  naturally  to  embrace  insurance;  that  this  would  result  in 
the  establishment  of  a  National  department,  to  which  all  State  de¬ 
partments  would  have  to  yield,  except  as  to  those  corporations  con¬ 
fining  their  operations  within  the  State  of  their  creation. 

In  conclusion,  I  wish  to  thank  all  those  people  on  both  sides  of 
the  question  who  have  helped  me  in  procuring  material  for  this 
paper,  and  especially  I  wish  to  thank  Mr.  Dryden  for  the  loan  of 
the  bound  documents  prepared  by  his  father  and  the  books  and 
papers  upon  this  subject. 

(Applause.) 

The  Chairman  :  I  am  informed  that  the  Honorable  William  T. 
White,  Canadian  Minister  of  Finance,  is  here.  We  are  greatly  hon¬ 
ored  by  his  call,  and  it  is  most  fortunate  that  he  happened  to  be  in 
town  at  this  time.  It  would  certainly  be  a  great  pleasure  to  us  if 
Mr.  White  would  be  gracious  enough  to  favor  us  with  a  few  remarks. 
(Applause.) 
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Mr.  White  spoke  as  follows : 

Mr.  President  and  Gentlemen : 

I  really  must  apologize  to  you  all  for  my  presence  here,  but  I 
shall  have  to  place  the  blame  squarely  where  it  belongs.  The  Cana¬ 
dian  representatives  present,  members  of  your  Association,  acting 
no  doubt  with  well-intended  but  entirely  misguided  zeal,  about  an 
hour  or  more  ago  sent  over  what  I  might  term  an  emergency  or 
hurry-up,  or  fire  alarm,  call  to  myself  to  come  over  and  make  a  few 
remarks,  or  rather  let  you  gentlemen  have  a  good  look  at  me.  You 
will  have  to  take  it  at  that,  because  I  have  not  the  remotest  idea 
what  I  shall  say  to  you. 

In  looking  over  your  programme  for  a  few  moments,  during  the 
address  with  which  you  have  been  favored,  I  observed  that  the  ex- 
President  of  the  United  States,  the  Honorable  William  Taft,  is 
down  for  some  informal  remarks.  You  may  supplement  your  pro¬ 
gramme  by  stating  that  the  Minister  of  Finance  of  Canada  has  been 
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set  down,  without  his  knowledge  or  consent,  for  a  few  irrelevant, 
desultory  and  disconnected  remarks. 

In  explanation  of  my  presence  here,  I  might  say  that  my  visit 
to  New  York  has  been  entirely  social.  I  have  been  in  the  hands, 
not  of  my  enemies,  but  my  friends,  and  you  know  what  that  means — 
the  Canadian  Society  of  New  York.  I  have  not  been  down  to  dis¬ 
cuss  tariffs  or  reciprocity,  but  simply  to  see  the  good  Canadian  boys 
and  tell  them  something  about  the  old  folks  at  home.  Now,  you 
know  what  that  means,  when  one  comes  on  a  social  visit;  and  that 
I  have  survived  up  to  date  is  a  tribute  to  the  homely  virtues  and 
simple  life  of  a  long  line  of  North  of  Ireland  ancestors.  (Laughter 
and  applause.)  For  me,  this  is  the  morning  after,  because  last  night 
— you  certainly  must  have  seen  it,  because  it  was  the  event  of  yes¬ 
terday — the  Canadian  Society  of  New  York  held  its  annual  ban¬ 
quet  here,  and  in  order  that  you  may  know  what  an  orgy  of  dissi¬ 
pation  I  had,  I  might  say  to  you  that  I  was  associated  in  my  revels 
with  that  great  statesman  (I  say  that  with  all  sincerity  and  admira¬ 
tion),  your  Secretary  of  State,  the  Honorable  W.  J.  Bryan.  (Ap¬ 
plause.)  Mr.  Bryan,  as  you  know,  is  a  teetotaler  (laughter)  ;  and  I 
never  knew  before,  until  this  morning,  the  sedative  effect  of  an  after- 
math  of  the  grape  beverage  that  he  favors.  It  was  a  great  banquet. 
You  can  have  your  Congress  at  Washington,  and  we  can  have 
our  Parliament  at  Ottawa,  and  Great  Britain  can  have  her  Parlia¬ 
ment  at  Westminster,  but  when  you  want  to  get  international  ques¬ 
tions  really  settled  so  that  they  will  stay  settled,  bring  them  before 
that  great  international  organ,  the  Canadian  Society  of  New  York 
City.  (Applause.) 

Why,  look  what  we  did  last  night.  Here  we  have  all  over  the 
world  the  rivalry  of  armaments,  nations  spending  tens  and  hun¬ 
dreds  of  millions  of  dollars  in  building  fleets  of  war — and  what  did 
we  do  last  night?  We  didn’t  declare  war;  we  declared  a  thousand 
years  of  peace,  Mr.  Bryan  and  myself.  (Laughter  and  applause.) 
We  declared  a  thousand  years  of  peace  to  date  from  the  celebration 
of  the  hundred  years  of  peace  which  is  to  take  place  next  year  be¬ 
tween  Canada  and  the  United  States.  (Applause.) 

I  am  not  going  over  the  old  arguments  as  to  why  that  should  be 
so.  You  all  know  why  it  should  be  so.  You  know  that  the  people 
of  Canada  and  the  people  of  the  United  States  understand  each 
other  as  no  two  peoples  in  the  world  understand  each  other — the 
same  race,  the  same  history,  for  a  thousand  years  the  same  race 
for  the  most  part,  the  same  history  for  a  thousand  years,  the  same 
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language,  the  same  religion,  the  same  conditions,  the  same  environ¬ 
ment,  the  same  conquests,  the  same  achievements.  We  understand 
each  other  perfectly  across  that  border  line.  As  I  said  last  night, 
there  is  no  border  line  quite  like  it  in  the  world.  Following  Mr. 
Bryan,  who  had  pointed  out  that  there  was  not  a  gun  nor  a  fortifi¬ 
cation  or  a  rampart  along  that  line,  I  said  that  no  such  border  line 
existed  in  the  world,  4,000  miles  from  sea  to  sea  across  a  continent, 
with  no  rampart  save  the  ramparts  of  nature. 

Now,  then,  you  will  gather  the  idea — I  am  just  feeling  my  way, 
because,  as  I  say,  I  have  no  idea  what  I  will  say  to  you  before  I 
get  through — (laughter) — you  will  gather  the  idea  of  the  importance 
of  this  Canadian  Society  when  we  can  bring  about  these  interna¬ 
tional  results. 

Now,  to  become  a  little  more  serious,  I  am  conscious  that  I  am 
probably  before  one  of  the  most  important  assemblages  of  men  in 
the  United  States.  Looking  into  your  faces,  and  being  a  stranger 
in  New  York,  I  really  don’t  feel  that  I  am  in  the  presence  of  the 
Money  Trust,  or  the  Money  Power.  There  are  no  evidences  of 
that  predatory  wealth  that  we  read  so  much  about  in  the  15-cent 
magazines.  You  look  to  me  very  much  like  an  audience  of  my 
fellow  Canadians,  and  you  know  how  self-opinionated  the  Canadians 
are.  When  I  say  that,  I  intend  it  to  be  a  very  considerable  compli¬ 
ment.  (Laughter  and  applause.)  I  am  not  sure  you  will  so  re¬ 
gard  it. 

Now,  with  regard  to  the  matter  of  life  insurance,  I  do  not  for 
one  moment  intend  to  discuss  it  from  a  technical  standpoint,  or  with 
the  idea  of  giving  you  gentlemen  any  information  or  assisting  in 
any  way  in  your  counsels,  experts  as  you  all  are.  It  would  never  do 
for  me,  with  the  press  present,  to  confess  to  you  what  a  very  lim¬ 
ited  knowledge  of  life  insurance  I  have.  I  am  the  head  of  the 
Finance  Department,  and  the  Superintendent  of  Insurance  is  under 
me,  but  it  is  perfectly  astonishing  with  what  little  expert  knowl¬ 
edge  a  Minister  can  administer  the  affairs  of  a  department,  if  he 
will  only  look  wise.  (Laughter.)  This  is  just  a  confession  between 
myself  and  yourselves. 

We  have  the  same  general  form  of  government  in  Canada  that 
you  have  here;  we  cherish  the  illusion  that  it  is  government  for 
the  people  and  by  the  people;  but  call  it  what  you  will,  of  course 
with  us  as  with  you,  the  government  is  really  by  the  newspapers 
and  by  the  permanent  officials ;  and,  therefore,  as  I  say,  I  am  quite 
able  to  go  on  and  administer  my  department,  apparently  with  ac- 
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ceptance  to  the  public,  with  a  very  limited  knowledge  of  life  in¬ 
surance.  I  will  tell  you  why  I  have  always  had  an  admiration  for 

the  life  insurance  fraternity.  It  is  because  that  is  the  only  subject 
at  which  I  made  an  absolute  and  complete  failure.  I  was  a  life 

insurance  agent  for  about  six  months,  and  the  result,  to  say  the 

least,  would  be  disappointing  to  the  most  indulgent  of  general  man- 
agers.  They  say  that  a  man  always  admires  in  others  that  which 
he  is  not  himself ;  if  he  cannot  do  a  thing,  he  admires  the  other  man 
who  can  do  that  thing;  and  that  accounts  to  a  very  large  extent 
for  my  admiration  for  the  achievements  of  those  who  work  in  the 
insurance  field. 

Now,  from  a  public  standpoint  and  becoming  a  little  more  serious 
as  I  advance,  let  me  say  that  there  are  one  or  two  features  of  life 
insurance  in  which  the  public  are  very  much  interested,  and  which 
really  have  been  the  occasion  of  the  legislation  which  has 
brought  insurance  under  government  supervision  and,  in  a 
measure,  control.  I  will  only  give  you  one  or  two  ideas.  The 
first  is  the  idea  of  trusteeship.  When  life  insurance  companies 
enter  into  contracts  with  the  public  and  agree  to  pay  a  sum  stated 
in  a  certain  contingency,  or  to  divide  profits,  and  especially  in  the 
latter  case,  they  are  constituted  trustees.  The  idea  of  trusteeship, 
m  my  opinion,  is  the  most  prominent  feature,  from  the  public’s  stand¬ 
point,  of  life  insurance.  In  equity  it  is  a  cardinal  principle  that  no 
man  who  is  a  trustee  shall  be  allowed  to  make  any  personal  profit 
out  of  his  trust,  and  the  idea  that  I  desire  to  emphasize  here  is  that 
what  should  be  aimed  at  by  governments  is  to  so  control  life  insur¬ 
ance  companies,  by  wise  legislation,  that  the  trust,  the  great  trust 
which  they  exercise,  shall  be  carried  out  in  strict  accordance  with 
the  laws  of  equity,  and  that  no  profit  shall  be  made  by  presidents 
or  managers  or  executive  officers  or  by  directors  or  by  shareholders 
of  life  insurance  companies,  except  such  as  they  are  justly  entitled 
to.  You  may  say  that  is  very  obvious.  Most  of  the  troubles  that 

we  have  had  in  life  insurance  companies — in  Canada,  at  all  events _ 

have  arisen  from  breach  of  trust.  Men  controlling  life  insurance 
companies,  directors  of  life  insurance  companies,  have  been  able 
in  some  cases — and  I  am  speaking  not  generally ;  I  want  to 
make  that  very  clear,  because  the  history  of  life  insurance  in  Can¬ 
ada  has  been  good — but  in  the  cases  which  I  have  in  mind  the 
trouble  has  arisen  by  reason  of  the  fact  that  men  in  close  connec¬ 
tion  with  life  insurance  companies,  controlling  their  business,  con¬ 
trolling  their  funds,  have  been  able  to  take  an  inequitable  and  un- 
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lawful  advantage  of  their  administration  for  their  own  personal 
aggrandizement — it  is  not  all  directly,  but  sometimes  it  is  done 
through  an  intermediary  company;  but  I  laid  down  the  principle 
that  the  public  is  interested  in  seeing  that  the  administration  of  life 
insurance  companies  shall  be  in  strict  accordance  with  the  law  and 
with  equity  and  justice  and  fair  play,  and  that  the  stockholders  and 
directors  and  executive  officers  of  these  companies  must  not  make 
any  personal  profit  out  of  their  trust.  (Applause.) 

In  lighter  vein,  life  insurance  companies  of  Canada  and  the  United 
States  are  interested  in  the  question  of  longevity.  The  contract  of 
life  insurance,  in  common  law,  is  what  is  called  a  betting  contract; 
one  of  the  class  of  betting  contracts  that  is  lawful.  You  really  bet 
that  a  man  will  live  a  certain  number  of  years,  and  he  bets  he  won’t ; 
and  the  common  law,  making  that  exception,  with  one  or  two  others, 
from  the  general  rule,  recognizes  that  betting  contract  as  a  lawful 
contract  and  permits  people  to  enter  into  it  with  life  insurance 
companies. 

I  may  be  not  correctly  informed,  but  although  we  say  a  great  deal 
as  to  what  science  has  done  in  late  years  in  promoting  longevity,  I 
understand  that  the  gains  have  all  been  made  in  earlier  years  of  life ; 
that  infant  mortality  is  less ;  that  in  cases  of  youth  medical  inter¬ 
ference  and  assistance  will  save  where  formerly  they  used  to  die; 
but  I  believe  it  is  a  fact,  and  I  will  be  glad  to  be  corrected  if  I  am 
wrong,  that  if  you  will  take  those  of  to-day  who  have  reached  the 
age  of  forty  years  and  those  of  a  generation  or  more  ago  who  reached 
the  age  of  forty,  that  we  have  not  increased  longevity  for  that  class. 
This  is  one  of  the  outstanding  facts  and  quite  a  commentary  upon 
our  civilization.  As  you  gentlemen  are  interested,  not  only  from  a 
humanitarian  standpoint,  but  from  the  standpoint  of  business,  I 
think  you  should  direct  your  attention  to  that  feature  or  phase  of 
civilization. 

The  pressure  to-day  upon  the  business  man  of  Canada  and  the 
United  States  is  too  great.  You  have  men  breaking  down  at  thirty- 
five,  forty  and  forty-five  who  ought  to  live  to  be  seventy-five  or 
eighty.  You  may  say  that  is  inherent  in  the  conditions  under  which 
we  work,  and  to  a  very  large  extent  that  is  true ;  but  I  think  much 
could  be  done  by  insurance  companies,  and  they  have  done  much 
along  these  lines,  to  prevent  those  breakdowns  among  business  men 
— the  most  productive  men  in  our  communities — to  prevent  those 
breakdowns  at  an  untimely  age.  It  seems  to  me  that  the  solution 
of  the  question  is  to  make  them  play  more,  sleep  more  and  eat  less. 
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I  think  that  if  we  could  introduce  those  cardinal  practices  into  the 
lives  of  our  business  men  in  this  busy,  material  age,  we  would  do 
very  much  for  the  uplifting  of  the  nation,  the  improvement  of  its 
virility  and  for  the  benefit  of  life  insurance.  So,  if  you  want  to  take 
a  message  from  me,  it  is  to  use  your  immense  influence,  not  only  with 
others,  but  with  yourselves,  and  play  more — golf  I  suggest  as  a 
useful  diversion.  (Applause.)  I  am  not  sure  that  it  would  not 
be  more  valuable  for  nations  to  subsidize  golf  grounds  than  rail¬ 
ways.  I  suggest  golf  as  a  useful  avocation — play  more,  sleep  more, 
eat  less,  drink  less,  if  you  like — I  think  more  men  kill  themselves 
over-eating  than  over-drinking.  It  is  literally  true  for  a  great  num¬ 
ber  of  our  population  that  they  dig  their  graves  with  their  teeth. 
If  they  would  play  more,  eat  less,  and  sleep  more,  I  think  we  would 
be  able  to  achieve  longevity  in  those  who  have  achieved  middle  age. 

Just  a  moment  and  I  am  through,  because  I  am  taking  up  too 
much  of  your  time,  I  am  afraid.  I  don’t  suppose  you  have  been 
troubled  over  here  with  what  is  known  in  Canada  and  other  parts 
of  the  world  as  a  financial  stringency.  (Laughter.)  I  just  want 
to  gather  from  your  expression  as  to  whether  you  have  heard  those 
two  words  before.  The  financial  stringency  has  been  most  marked 
all  over  the  world  during  this  last  two  years.  I  do  not  know 
whether  you  have  suffered  from  it  as  much  as  they  have  in  other 
parts,  or  not;  but  I  should  gather  from  your  expression  that  at  all 
events  it  is  not  unknown  to  you.  Of  course,  naturally,  it  may  not 
be  unknown  to  you.  It  has  never  been  unknown  to  me  individually, 
but  I  am  speaking  now  as  a  general  financial  condition. 

I  might  say  a  few  words  to  you,  very  briefly,  as  to  some  of  the 
causes  that  have  brought  that  about.  In  the  first  place,  I  think  it 
is  pretty  well  recognized  that  there  has  been  an  extraordinary  and 
abnormal  demand  for  capital  from  all  parts  of  the  world  during 
the  last  few  years,  and  that  a  great  deal  of  that  capital,  which  has 
been  taken  from  the  international  money  markets,  has  become  fixed, 
and  great  demands  from  the  Orient— modernizing  the  Orient,  Japan 
and  China.  Enormous  sums  of  money  have  been  called  for  in 
India  and  from  Egypt,  and  in  South  America  and  in  Mexico,  and 
in  this  Northern  part  of  the  Continent  of  North  America,  which 
you  and  ourselves  divide  between  us.  Then,  trade  has  been  ex¬ 
panding  all  over  the  world  enormously,  calling  for  money.  In  ad¬ 
dition  to  that,  we  have  had  enormous  increases  in  armaments  all 
over  the  world.  In  London,  this  summer,  I  was  talking  with  a  mem¬ 
ber  of  the  Government,  and  he  told  me  that  the  expenditure  upon 
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the  naval  armament  of  Great  Britain  this  coming  year  was  greater 
than  the  expenditure  upon  all  the  naval  armaments  of  the  world, 
including  Great  Britain,  thirty  years  ago.  In  addition  to  all  of  these, 
and  some  other  minor  causes  which  I  shall  not  mention,  we  have 
had  during  this  past  year  the  terrible  Balkan  War,  which  has  taken 
enormous  sums  of  money,  the  aftermath  of  which  is  being  felt 
now.  All  of  these  causes  have  produced  the  world-wide  financial 
stringency  which  we  have  heard  about  so  much.  In  regard  to  that 
financial  stringency,  my  own  view  is — I  put  it  forward  for  what 
it  is  worth — that  any  financial  stringency  always  contains  within 
itself  the  seeds  of  its  own  cure,  and  that  the  tendency  will  be,  with 
the  brakes  being  put  on  as  they  have  been  put  on  all  over  the  world, 
towards  easier  money  conditions.  Put  it  this  way :  The  bankers 
are  the  doctors ;  the  patient  is  now  aware  of  his  own  condition,  and 
is  disposed  to  accept  medical  advice,  and  in  all  probability  he  will 
be  in  a  condition  of  convalescence  within  a  comparatively  early  date. 

Just  a  word  as  to  Canada.  You  know  it  has  been  said  the  Cana¬ 
dians  are  the  Scotch  of  America.  You  know  what  Mark  Twain 
said  about  the  Scotch.  He  said  they  were  undoubtedly  the  meek 
that  are  referred  to  in  the  Scriptures,  because,  he  said,  the  meek 
will  inherit  the  earth.  (Laughter.)  Mr.  Bryan  said  last  night, 
after  he  had  finished — it  was  no  reflection  on  the  universality  of  his 
genius — he  said  that  in  reality  he  had  English  and  Scotch  and  Irish 
and  Welch  blood  in  his  veins.  I  said  I  was  glad  to  learn  that,  not¬ 
withstanding  he  was  a  teetotaler,  that  he  had  a  little  Scotch  in  him. 
(Laughter.) 

Now  it  would  never  do  if  I  did  not  improve  this  occasion,  with 
Scotch  prudence  and  forehandedness,  to  call  your  attention  to  the 
surpassing  excellence  of  Canada  as  a  field  for  the  investment  of 
your  surplus  money.  (Laughter.)  You  know  it  seems  to  me  that 
I  have  heard  less  of  financial  stringency — of  course,  I  have  not  come 
down  on  business — I  have  heard  less  of  financial  stringency  down 
here  in  New  York  than  possibly  you  have;  but  your  surplus  money, 
I  say — and  if  you  have  not  it  now,  why,  you  may  have  it  in  the 
future — cannot  be  put  to  better  or  more  productive  or  more  prof¬ 
itable  use  than  investment  in  that  great  Dominion  to  the  North. 
Not  so  many  years  ago,  when  we  used  to  come  down  here,  the 
Americans  used  to  look  on  Canada  somewhat  as  we  look  on  Labrador. 
You  know  that  time  has  gone  by.  I  was  looking  over  the  body  of 
Canadians  last  night  at  the  Canadian  Society — and,  by  the  way,  Mr. 
Bryan  noticed  it  as  I  did — I  thought  that  about  one-third  of  them 
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seemed  to  be  doctors — doctors  of  medicine,  doctors  of  surgery, 
doctors  of  philosophy,  and  doctors  of  divinity— and  I  said,  what 
an  extraordinary"  amount  of  clinical  material  there  must  be  in  New 
York  and  the  Cnited  States  for  the  doctors  of  the  body,  the  doctors 
of  the  mind,  and  the  doctors  of  the  soul. 

Now,  Canada  has  become  a  good  deal  more  in  the  eye  of  the 
world  than  she  used  to  be.  When  the  United  States  had  the  same 
population  that  we  have,  settlement  had  just  crossed  the  Alleghenies. 
No  steamships,  no  railways,  no  telephones,  no  telegraph,  no  West. 
Now,  we  have  that  population  that  in  the  beginning  of  the  last  cen¬ 
tury  you  had,  but  they  are  settled  from  the  Atlantic  to  the  Pacific. 
W  e  have  three  transcontinental  lines  of  railways — railways  net¬ 
working  each  province.  Canada  is  rich  in  all  of  those  resources  that 
make  a  nation  great  and  prosperous  and  powerful.  We  have  the 
same  area  as  you,  capable  of  sustaining  as  large  a  population  as  that 
of  the  Cnited  States.  Some  of  it  to  the  north  could  hardly  be  de¬ 
scribed  as  good  arable  land,  even  in  a  prospectus  (laughter)  ;  but 
you  may  take  it  from  me  that  we  have  to  the  north  of  you  as  great 
a  country  potentially  as  your  own.  The  nine  million  people  will 
become  the  twenty-five;  the  twenty-five  will  become  the  fifty,  and 
the  fifty  will  undoubtedly  become  the  one  hundred.  The  Americans 
and  the  Canadians  occupy  the  most  favored  position  in  the  world 
to-day,  in  the  possession  of  this  great  Continent.  Europe  to  the 
east,  and  awakened  Asia  to  the  west.  What  will  the  future  be? 
Take  our  three  prairie  provinces.  We  used  to  give  you  good  Cana¬ 
dians.  We  are  getting  back  now  good  Americans.  Ours  came  from 
the  East.  You  Americans  are  going  into  our  West.  Some  of  the 
best  citizens  that  Canada  has  to-day— the  most  practical,  the  most 
useful  citizens  that  Canada  has  to-day — are  the  Americans,  of  whom 
we  received  last  year  no  less  than  one  hundred  and  forty  thousand 
in  our  great  W  est.  Probably  you  may  not  have  informed  yourself 
as  to  the  extent  of  our  Western  territory — Manitoba,  Saskatchewan 
and  Alberta,  three  provinces,  each  one  of  them  larger  than  mod¬ 
ern  Germany,  less  than  ten  per  cent,  brought  under  cultivation; 
this  year  the  greatest  wheat  crop  in  their  history — 200,000,000 
bushels  of  wheat.  No  Finance  Minister  ought  to  know  more  than 

four  figures.  I  am  very  much  more  interested  in  higher  education 
than  statistics. 

Kow,  I  am  drawing  this  country  to  your  attention.  Mortgages ! 
You  cannot  get  better  security  than  you  will  get  in  Canada — West¬ 
ern  Canada,  Eastern  Canada.  You  won’t  get  greater  legal  security. 
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You  won’t  get  any  country  in  which  contracts  are  more  faithfully 
regarded  or  obligations  more  safeguarded  by  law  than  in  Canada. 
Look  at  our  cities.  Our  large  cities  have  doubled  their  population 
in  ten  years.  Our  smaller  towns  and  villages  in  the  West  have  quad¬ 
rupled  and  multiplied  themselves  by  five  and  six,  all  during  the 
last  ten  years.  The  great  cities  of  Montreal,  Toronto  and  Winnipeg 
have  doubled  in  population,  and  more  than  doubled  in  ten  years; 
and,  out  on  the  Pacific  Coast,  Vancouver,  thirty  years  ago  a  little 
town  of  two  thousand,  burned  out,  is  to-day  a  magnificent  city  there, 
at  the  gateway  of  the  Pacific,  of  150,000  people.  Debentures  to  be 
purchased.  No  better  security  in  the  world.  You  cannot  get  them 
better,  because  they  are  absolute — the  security  is  absolute  of  those 
cities.  Our  provinces — I  am  just  introducing  them  to  you,  because 
I  think  probably  you  have  or  will  have  a  surplus  of  funds.  The 
Scotch  in  me,  you  know — the  Canadian  Scotch — it  is  really  the  safe¬ 
guard  of  the  Canadian  people.  I  cannot  pass  over  this  social  occa¬ 
sion  without  introducing  them  to  you  in  a  general  way.  While  I 
did  not  succeed  at  life  insurance,  and  am  not  a  good  salesman, 
I  will  just  leave  to  you  this  thought.  I  have  introduced  it  to  your 
attention. 

Now,  Mr.  President,  put  the  blame  squarely  where  it  belongs. 
Put  it  upon  Mr.  Goldman  and  Mr.  Macaulay  and  some  other  of  our 
Canadian  representatives  here ;  but  don’t  blame  me,  because  they 
dragged  me  over  here.  They  caused  me  to  inflict  myself  upon  you. 
It  has  been  very  agreeable  and  pleasant  for  me  to  see  you.  I  hope 
that  your  councils  will  prosper,  and  that  this  Convention  will  be 
fruitful  of  results  that  will  inure  to  the  advantage  of  the  great  busi¬ 
ness  in  which  you  are  all  engaged.  (Applause.) 

The  Chairman:  The  next  paper  will  be  on  the  subject  of  “The 
Needed  Reforms  in  Sanitary  Administration,”  by  Dr.  Rupert  Blue, 
Surgeon  General,  United  States  Public  Health  Service,  Washing¬ 
ton,  D.  C.  (Applause.) 

THE  NEEDED  REFORMS  IN  SANITARY 
ADMINISTRATION 

Dr.  Blue  spoke  as  follows : 

Mr.  Chairman  and  gentlemen : 

The  future  of  sanitary  administration  in  this  country  depends 
upon  the  interest  which  the  citizens  take  in  its  development.  There 
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is  no  better  index  of  the  state  of  civilization  of  a  community  than 
the  manner  in  which  it  approaches  its  public  health  problems.  It 
must  be  admitted  in  all  truthfulness  that  there  is  still  much  room 
for  reform  in  the  sanitary  administration  of  many  States  and  mu¬ 
nicipalities  in  our  country,  and  not  the  least  important  duty  devolv¬ 
ing  upon  the  health  officials  of  this  nation  is  the  education  of  the 
general  public  to  the  end  that  sanitary  reforms  will  not  only  be 
accepted  but  will  also  be  earnestly  sought  for. 

Our  slow  progress  in  the  direction  of  a  perfect  national  health 
is  due  to  the  fact  that  the  people  have  not  as  yet  fully  realized  its 
importance  and  have  not  demanded  that  protection  against  prevent¬ 
able  disease  which  they  have  a  right  to  expect  from  their  administra¬ 
tive  officials.  Neither  have  they  demanded  legislation  and  appro¬ 
priations  which  are  essential  to  the  successful  prosecution  of  public 
health  work.  There  are  two  main  causes  for  the  paucity  of  sanitary 
legislation,  namely,  public  indifference  and  economic  opposition. 

The  sanitarian  is  in  a  measure  responsible  for  the  lack  of  interest 
evinced  in  public  health  matters  by  the  average  citizen.  He  has  not 
been  shown  clearly  just  what  public  sanitation  aims  to  accomplish 
and,  therefore,  much  misconception  exists  in  the  average  mind  re¬ 
garding  the  ends  sought  after.  The  health  officer  of  early  days 
concerned  himself  with  problems  of  smallpox  eradication,  with  the 
isolation  of  diphtheria  cases,  and  with  measures  against  diseases 
with  which  the  average  person  seldom,  if  ever,  comes  in  contact. 
It  is,  therefore,  not  strange  that  the  general  public  should  associate 
sanitation  with  the  work  of  preventing  the  spread  of  a  few  relatively 
rare  diseases,  among  which  may  be  mentioned  smallpox,  yellow 
fever  and  plague. 

The  feverish  energy  in  sanitary  matters  which  characterizes  the 
general  public  in  time  of  epidemic  soon  gives  way  to  lethargy  and 
indifference  to  public  health  matters.  The  average  individual  is 
willing  to  take  a  chance  of  contracting  a  disease  when  it  seems  a 
long  way  off,  and  it  is  only  when  it  is  close  upon  him  and  in  spec¬ 
tacular  form  that  he  appreciates  its  danger.  A  single  case  of  leprosy 
in  a  city  will  create  widespread  excitement,  while  a  thousand  cases 
of  measles,  which  in  their  final  results  are  infinitely  more  dangerous, 
are  permitted  to  occur  without  remark. 

One  of  the  most  needed  health  reforms  in  the  average  community 
is  the  alteration  of  this  state  of  the  public  mind.  Sanitary  science 
aims  to  do  more  than  to  protect  the  general  public  against  the  major 
pestilences.  It  not  only  contemplates  the  eradication  of  the  com- 
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municable  diseases,  but  aims  at  the  holding  in  check  of  all  those 
agencies  which  act  to  undermine  physical  efficiency  and  to  shorten 
life. 

The  results  of  the  past  decade  of  sanitary  activity  have  been  to 
prove  that  the  prolongation  of  life  is  entirely  practicable,  and  this 
prolongation  has  been  largely  brought  about  by  improvement  in 
sanitary  administration.  The  value  of  public  sanitation  as  a  humani¬ 
tarian  measure  has  been  recognized  for  generations,  yet  it  is  only 
comparatively  recently  that  the  economic  aspect  of  public  health 
administration  has  received  serious  consideration. 

Sir  William  Collins,  in  a  recent  address  delivered  before  the 
Royal  Sanitary  Institute,  said  :  “The  economics  of  health  came  upon 
the  scene  later  than  the  economics  of  wealth,  and  it  is  largely  the 
task  and  destiny  of  the  twentieth  century  legislator  and  adminis¬ 
trator  to  harmonize  the  competing  claims  of  health,  on  the  one  hand, 
and  of  wealth  upon  the  other.” 

The  competition  between  the  two  is  more  apparent  than  real,  and 
to-day  we  see  the  large  agencies  of  wealth  in  this  country  working 
hand  in  hand  with  the  agencies  of  health.  The  time  is  not  long 
since  passed  when  the  public  health  official  who  boldly  pointed  out 
the  needs  for  sanitary  improvement  in  the  factories  of  a  wealthy 
corporation  endangered  his  position.  To-day,  such  criticisms  are 
gladly  received  and  promptly  acted  upon.  In  many  instances  the 
most  urgent  demands  for  increased  public  health  activities  come 
from  those  large  corporations  employing  many  people.  The  effi¬ 
ciency  of  this  human  machinery  is  quite  as  important  as  the 
efficiency  of  the  other  machinery  of  the  factories,  and  the  realiza¬ 
tion  of  this  fact  has  resulted  in  an  extension  of  the  powers  and 
duties  of  the  public  health  authorities. 

The  evolution  of  the  powers  and  duties  of  sanitary  authorities  has 
enlarged  the  field  of  their  activities  and  has  served  to  increase  the 
amount  of  work  which  they  are  expected  to  perform.  State  boards 
of  health  have  within  the  past  decade  taken  over  powers  that  were 
once  in  the  hands  of  counties  and.  smaller  communities.  As  a  mat¬ 
ter  of  fact,  the  field  of  sanitary  usefulness  is  developing  in  every 
direction,  but  unfortunately  public  health  legislation  has  not  kept 
pace  with  this  natural  development. 

The  underlying  principle  of  modern  progress  is  concerted,  rather 
than  individual  effort.  In  the  past,  any  movement  of  change  had 
as  its  basis  the  genius  of  a  single  worker,  who  by  his  character  and 
personal  magnetism  was  able  to  carry  out  his  self-appointed  task 
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without  reference  to  the  army  of  workers  as  a  whole.  The  crudity 
of  method  and  apparatus  of  bygone  days  was  only  equalled  by  the 
administrative  inefficiency  of  that  time.  To  cite  concrete  examples, 
the  battles  of  Cressy  and  Agincourt  were  won  through  the  efforts 
of  individual  commanders  supported  by  free  companies  having  but 
a  faint  relation  to  the  army  as  a  whole.  The  greatest  battle  of 
modern  times,  fought  between  the  Japanese  and  Russians  at  Muk¬ 
den,  was,  on  the  contrary,  carried  by  the  victors  only  through  the 
concerted  and  integrating  efforts  of  a  vast  fighting  machine,  the 
various  arms  of  which  occupied  miles  of  territory,  yet  operated  with 
a  deadly  accuracy  in  which  each  and  every  part  of  the  army  dis¬ 
charged  its  duties  without  endeavoring  for  individual  brilliancy  and 
with  the  single  aim  of  interlocking  efficiency  without  loss  of  power  or 
time. 

This  same  basic  idea  is  carried  into  the  engineering  and  business 
enterprises  of  to-day,  and  the  science  of  sanitation,  no  less  than  its 
kindred  arts  and  divisions  of  human  knowledge,  is  being  affected 
and  molded  by  this  elemental  thought.  If  it  was  to  be  required 
that  the  needed  reforms  in  public  health  administration  be  summed 
up  in  one  word,  that  word  would  be  “co-operation.”  The  sanitary 
machine  of  this  country  is  a  vast  organization,  reaching  from  the 
White  House  to  the  humblest  cottage  in  the  United  States.  The 
day  has  passed  when  by  individual  brilliancy  a  battle  against  disease 
foes  may  be  won  without  regard  to  the  engagements  which  are 
going  on  all  about  us.  We  live  in  an  age  in  which  efficiency  is  the 
slogan.  We  have  learned  from  oft-repeated  failure  and  sore  dis¬ 
appointment  that  in  sanitary  work,  as  in  all  the  other  efforts  of  the 
human  race,  the  greatest  good  can  be  accomplished  in  the  shortest 
space  of  time  and  with  a  minimum  expenditure  of  funds  and  labor 
by  a  concentrated,  co-operative  effort. 

The  public  health  machinery  of  this  nation  consists  of  four  dis¬ 
tinct  groups,  yet  upon  the  integrity  and  co-relation  of  the  forces  of 
each  depends  the  perfect  working  of  the  whole.  The  corps  sanitaire 
of  our  government  having  for  its  function  the  protection  of  all  of 
the  States  against  all  of  the  outside  world  and  the  protection  of 
these  same  States  one  against  the  other,  it  is  its  duty  to  study  the 
great  problems  in  disease  warfare  and  to  devise  the  grand  tactics 
upon  which  the  conduct  of  the  lesser  schemes  and  engagements  may 
be  based.  It  is  its  function  to  assist  the  State  and  local  health 
authorities,  to  supplement  them  where  they  may  fail,  to  support 
them  where  they  are  weak  and  to  bring  them  into  relation  one  with 
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the  other  so  that  sustained  effort  may  be  gained  and  solid  results 
obtained.  It  is,  as  it  were,  an  elder  brother  to  the  other  public 
health  forces  of  our  country,  without  the  authority  of  a  parent  yet 
in  a  position  to  direct  by  precept  and  example  the  younger  sons  of 
Hygeia.  Its  strength  lies  in  the  fact  that  the  members  of  its  com¬ 
batant  forces  have  adopted  hygiene  and  sanitation  as  their  life  work 
without  the  diversion  of  other  interests. 

The  second,  third  and  fourth  divisions  of  our  public  health  ma¬ 
chinery  are  the  State,  county  and  municipal  health  organizations, 
respectively.  Within  their  own  borders  the  State  boards  of  health 
exercise  a  similar  function  to  that  of  the  United  States  Public 
Health  Service  in  its  relation  to  the  nation,  while  the  county  and 
municipal  health  authorities  operate  more  or  less  under  the  suze¬ 
rainty  of  the  State.  The  most  needed  reform  in  the  administration 
of  all  of  these  various  parts  of  the  public  health  arm  of  the  nation 
is  an  active  and  generous  co-operation  one  with  the  other.  The 
Public  Health  Service  cannot  succeed  in  the  fullest  extent  if  it  is 
not  assisted  by  the  State  and  local  health  authorities.  The  State 
departments  of  health  cannot  discharge  their  duties  with  greatest 
profit  without  the  help  of  the  county  and  municipal  boards  of  health, 
and  all  of  them  to  succeed  in  the  broadest  way  must  co-operate  one 
with  the  other  and  all  as  a  whole. 

The  form  which  this  co-operation  should  take  is  capable  of  end¬ 
less  variation  and  untold  multiplicity,  but  the  first  and  one  of  the 
most  important  single  factors  is  in  the  collection  of  vital  statistics. 
The  starting  point  of  epidemiology  is  a  knowledge  of  the  occurrence 
and  mortality  from  the  various  diseases.  The  health  authorities 
should  have  correct  knowledge  as  to  births  and  marriages.  Mor¬ 
tality  statistics  are  absolutely  necessary,  but  above  all  the  great  pre¬ 
requisite  to  success  in  checking  and  controlling  disease  is  the 
knowledge  of  its  morbidity.  Next  to  active  co-operation,  it  may  be 
stated  that  the  collection  of  accurate  data  as  to  disease  prevalence 
and  progression  is  the  most  necessary  factor  in  public  health  admin¬ 
istration.  It  is,  as  it  were,  the  keel  of  the  ship  of  Hygeia — 

“Who  builds  a  ship  must  first  lay  down  the  keel 
Of  health,  .  .  . 

And  knit,  with  beams  and  knees  of  strength,  a  bed 
For  decks  of  purity,  her  floor  and  ceil. 

'jr  vLr  m  w 

xtx  v.  m  m  tfVfe 

Then  bid  her  crew,  love,  diligence  and  wit 
With  justice,  courage,  temperance  come  aboard, 

And  at  her  helm  the  master  reason  sit.” 
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The  registration  area  for  deaths  at  present  occupies  only  about 
two-thirds  of  our  country.  An  endeavor  is  being  made  to  establish 
a  registration  area  for  morbidity,  and  this  is  a  most  needed  reform 
in  public  health  administration.  The  last  annual  conference  between 
the  State  health  authorities  and  the  Public  Health  Service  adopted 
a  model  law  for  the  collection  of  morbidity  statistics.  This  will  be 
presented  to  many  of  the  State  legislatures  at  their  next  sessions, 
and  if  enacted  into  law  will  be  one  of  the  most  important  sanitary 
reforms  of  the  century.  In  order  to  eradicate  disease  its  location 
and  progression  must  be  known,  and  the  accurate  and  timely  collec¬ 
tion  of  morbidity  statistics  is  the  only  way  to  secure  this  knowledge. 
It  is  true  that  the  Public  Health  Service  is  collecting  and  publishing 
in  its  Weekly  Public  Health  Reports  such  data  as  it  can  procure 
bearing  on  the  prevalence  of  disease  in  the  United  States,  but  these 
reports  are  at  present  collected  in  a  minority  of  the  States  only. 

It  may  be  asked,  and  with  logic,  why  it  is  that  the  collection  of 
such  reports  is  fraught  with  so  much  difficulty  and  vexation.  This 
is  due  to  many  causes.  Many  of  the  States  have  no  laws  requiring 
the  reporting  of  cases  of  preventable  diseases  by  practicing  phy¬ 
sicians.  Others  have  only  lax  and  inadequate  laws.  Others  (and 
these  are  in  the  majority)  have  good  laws  which  are  poorly  enforced 
by  reason  of  small  appropriations  and  the  lack  of  full-time  health 
officers  of  proper  training  and  experience.  Perhaps  the  most  crying 
need  of  all  is  for  full-time  health  officers. 

The  conduct  of  sanitary  administration  is  a  business  proposition, 
because  sanitary  interests  are  co-extensive  with  economic  interests. 
A  great  business  corporation  to  be  successful  does  not  permit  its 
employees  to  devote  part  of  their  time  to  the  discharge  of  its  func¬ 
tions  and  the  remainder  to  the  care  of  their  personal  interests.  The 
Great  Teacher  once  said,  “No  man  can  serve  two  masters,”  and  it 
has  been  the  experience  of  those  who  have  gone  deepest  into  public 
health  work  that  no  health  officer  who  devotes  only  a  portion  of  his 
time  and  energies  to  the  work  of  his  office  can  accomplish  the  great¬ 
est  success.  The  policy  of  part-time  health  officers  is  in  the  end 
far  more  expensive  than  the  employment  of  officers  whose  single 
purpose  is  the  sanitary  service  of  their  fellow  men. 

It  is  the  great  glory  of  the  period  in  which  we  live  that  we  have 
recognized  our  responsibility  as  our  brothers’  keeper.  That  public 
official  who  brings  physical  salvation  to  his  fellow  man  has  gone  a 
long  way  toward  the  promotion  of  the  moral  welfare  and  general 
happiness  of  the  community.  The  worker  in  the  field  of  sanitation 
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does  more  for  the  moral  uplift  of  the  nation  than  any  other  official 
agency. 

In  order  to  secure  men  of  ability  who  will  devote  themselves 
whole-heartedly  to  sanitary  work,  it  is  necessary  that  they  should 
be  paid  an  adequate  remuneration.  It  is  frequently  said  that  there 
is  a  dearth  of  trained  men  to  fill  such  positions.  The  great  uni¬ 
versities  have  now  provided  adequate  facilities  for  the  training  of 
public  health  officers,  and,  granted  sufficient  salaries  and  tenure  of 
office,  there  is  every  reason  to  believe  that  the  supply  of  properly 
trained  public  health  officials  will  meet  the  demand.  At  the  present 
time  the  United  States  Public  Health  Service  is  training  its  officers 
by  advanced  studies  and  opportunities  for  independent  research  in 
such  a  way  that  they  can  rise  to  the  sanitary  occasion.  It  is  equally 
important  that  the  State,  the  county  and  the  municipality  should 
have  as  their  respective  wardens  of  the  public  health,  trained  men 
who  can  devote  their  entire  energies  to  their  work. 

Granted  an  adequate  and  proper  personnel,  there  still  remains  a 
great  need  for  reform  in  the  physical  apparatus  with  which  to  carry 
on  the  work.  The  primary  requisites  are  laboratories.  Every  one 
is  familiar  with  the  interstate  quarantine  regulation  promulgated 
by  the  Federal  government  about  a  year  and  a  half  ago  relative  to 
the  purity  of  water  and  ice  furnished  by  common  carriers  to  pas¬ 
sengers  in  interstate  traffic.  This  regulation  required  that  the  water 
and  ice  should  be  certified  as  to  its  purity  by  the  State  or  municipal 
health  officer  within  whose  jurisdiction  it  was  obtained.  It  is  a  sad 
commentary  on  the  public  health  administration  of  this  country 
that  when  the  time  came  to  enforce  this  regulation  it  was  found 
that  few  of  the  municipalities  and  counties,  and  only  a  minority  of 
the  States  had  adequate  laboratories  with  which  to  conduct  the  in¬ 
vestigations  which  are  necessary  preliminaries  to  the  issuance  of  a 
certificate.  In  fact,  one  railroad  operating  in  several  States  was 
obliged  to  install  its  own  laboratory,  there  to  conduct  the  investiga¬ 
tions  to  furnish  data  upon  which  the  various  State  health  officers 
were  to  make  certification.  These  regulations,  by  the  way,  are  having 
a  most  salutary  effect  not  only  in  the  protection  of  the  health  of  the 
traveling  public,  but  also  as  a  means  of  bringing  about  an  improve¬ 
ment  of  the  water  supplies  of  the  various  municipalities. 

Not  only  is  there  a  need  for  proper  laboratory  facilities,  but  there 
is  also  necessity  for  a  trained  field  force  to  make  inspections  and 
investigations  and  to  collect  the  samples  which  are  to  be  examined 
in  the  laboratory.  This  is  a  matter  of  crying  need.  It  is  poor 
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economy  to  use  a  high  salaried  health  officer  for  the  performance 
of  work  which  should  be  directed  by  him  and  done  by  lower  paid 
employees.  It  is  perfectly  possible  to  take  the  nontechnical  layman 
and  make  of  him,  through  proper  training,  a  highly  efficient  special¬ 
ist  in  such  work. 

In  order  to  accomplish  the  foregoing,  two  more  things  are  neces¬ 
sary.  The  first  is  authority  and  the  second  adequate  appropriations. 
Most  of  the  States  and  many  of  the  municipalities  grant  adequate 
public  health  authority  to  their  officials.  Practically  all  of  them  are 
willing  to  do  so  if  the  matter  is  placed  before  them  in  its  true  light. 
The  great  difficulty,  however,  lies  in  the  securing  of  appropriations. 
It  must  be  said  that  the  education  of  the  general  public  with  regard 
to  matters  sanitary  has  not  yet  brought  about  a  full  realization  of 
the  interchangeability  of  public  health  and  public  wealth.  Public 
health  is  a  public  utility.  Any  State,  any  municipality,  any  nation, 
no  matter  what  its  situation  or  its  climate,  can  have  public  health 
if  it  will  but  pay  the  price.  The  price  is  adequate  appropriations. 
It  should  be  borne  in  mind  that  the  dollar  laid  out  on  sanitation  is 

not  an  expenditure,  but  a  loan,  which  will  be  returned  an  hundred¬ 
fold. 

d  o  sum  up,  it  may  be  stated  that  the  most  needed  reforms  in 
public  health  administration  are  greater  co-operation  between  public 
officials,  the  employment  of  full-time  workers,  the  establishment  of 
laboratories,  the  accurate  collection  of  vital  statistics,  and  the  setting 
aside  of  sufficient  funds  for  the  accomplishment  of  these  things. 

(Applause.) 

The  Chairman  :  Gentlemen,  as  I  stated  in  my  opening  remarks, 
when  this  Association  was  formed,  our  first  president  was  an  ex- 
President  of  the  United  States,  and  I  feel,  as  I  look  back,  that  the 
success  of  the  Association  is  largely  due  to  the  magnificent  founda¬ 
tion  which  was  laid  by  that  great  man.  We  have,  therefore,  become 
m  the  habit  of  believing,  perhaps  without  justification,  that  ex- 
Presidents  belong  to  us,  and  I  suggested  some  time  ago  to  Mr.  Taft 
that  we  would  like  very  much  to  have  him  here.  A  few  days  later 
his  secretary  showed  me  Mr.  Taft’s  engagements  for  the  next  few 
months,  and  I  was  not  surprised  when  Mr.  Taft  said  he  would  come, 
if  he  could.  I  have,  therefore,  been  sitting  here  this  afternoon,  in 
more  or  less  trepidation,  watching  the  door  with  great  anxiety,  and, 

strange  as  it  may  seem,  Mr.  Taft  almost  got  in  without  my  see¬ 
ing  him. 
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It  gives  me  great  pleasure  to  introduce  him,  and  we  certainly 
should  express,  in  a  very  hearty  way,  our  appreciation  of  the  great 
personal  effort  which  he  has  made  to  come  here  and  address  us 
informally. 

(The  audience  arose,  and  Mr.  Taft  was  greeted  with  cheers  and 
hand-clapping. ) 
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Mr.  Taft  spoke  as  follows : 

I  am  very  glad  to  have  an  opportunity  of  appearing  before  the 
Association  of  Life  Insurance  Presidents.  My  contact  with  insur¬ 
ance  companies  has  usually  been  through  other  agents  than  presi¬ 
dents.  (Laughter.) 

Your  President,  Mr.  Ide,  chased  me,  weekdays  and  Sundays,  try¬ 
ing  to  establish  some  justification  for  your  hearing  me,  and  ultimately 
he  succeeded  in  catching  me  between  trains. 

I  don’t  know  why  I  should  come  here  to  speak  to  you  gentlemen 
except  for  the  fact  that  I  had  perpetrated  a  speech  on  you  some 
years  ago.  Perhaps  one  good  turn  deserves  another,  but  ordinarily 
speeches  are  not  viewed  in  that  light. 

I  am  glad  to  see  that  Mr.  Burton  Mansfield  is  here  and  has  ex¬ 
plained  to  you  about  the  suggestion  of  Federal  supervision.  It  seems 
to  me  it  is  a  little  bit  like  the  snakes  in  Ireland,  it  doesn’t  exist 
to-day ;  and  I  do  not  see  how,  under  the  decision  of  Paul  vs.  Virginia, 
it  can  exist.  The  Supreme  Court  says  you  are  not  engaged  in  inter¬ 
state  commerce — negotiations  which  go  on  between  your  agents  and 
the  gentlemen  who  contribute  to  your  capital  are  not  across  State 
lines ;  they  are  conducted  right  in  his  office ;  at  least,  that  is  my  ex¬ 
perience.  It  may  be  we  could  have  an  office  like  the  Agricultural 
Department  or  like  the  Educational  Department,  an  office  of  re¬ 
search  and  of  suggestion  and  for  the  making  of  standards.  If  your 
companies  would  like  to  have  the  agents  of  the  Federal  Government 
examine  you  and  report  their  judgment  on  that  subject,  I  don’t  know 
that  there  is  any  reason  why,  if  Congress  is  willing  to  appropriate 
the  money,  it  should  not  be  done.  That  is  the  proper  office  of  the 
Educational  Bureau  in  Washington,  but  up  to  this  time  it  has  not 
had  the  money  with  which  to  make  the  necessary  examinations  as 
to  education  in  each  State  and  to  introduce  a  standard  to  give  to  the 
people  of  the  State  some  knowledge  as  to  how  their  money  is  being 
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expended.  Therefore,  the  Bureau  of  Education  is  not  fulfilling  all 
the  functions  that  it  might  fulfill  under  the  Federal  Government.  Of 
course,  there  can  be  no  direct  control  by  the  Federal  Government 
of  education  any  more  than  there  can  be  of  insurance;  but  I  doubt 
not  that  an  office  of  that  sort,  even  if  we  have  no  control — excuse  me 
(laughter).  The  habit  of  getting  into  the  first  person,  plural  or 
singular,  has  not  left  me  as  yet  (laughter.)  I  was  about  to  say 
that  in  the  Agricultural  Department  there  is  no  real  jurisdiction 
of  a  direct  character  over  the  farmers  of  the  country,  but  the  infor¬ 
mation  which  the  Agricultural  Department  furnishes  is  so  valuable 
that  it  does  exercise  a  very  considerable  control ;  but  it  is  only,  prop¬ 
erly  speaking,  a  department  of  research  and  of  the  giving  of 
information. 

I  listened  with  a  great  deal  of  pleasure  to  the  remarks  of  the  last 
speaker,  the  head  of  the  Marine  Hospital  Service— I  think  they  have 
some  other  name  for  it  now,  but  whatever  it  is,  it  is  a  most  efficient 
service.  I  presume  insurance  men,  in  view  of  the  fact  that  they 
are  more  or  less  interested  in  the  extension  of  lives,  know  something 
about  health  and  the  means  of  preserving  it;  but  I  do  not  think  the 
country  quite  realizes  how  much  we  owe  for  the  wonderful  strides 
that  have  been  made  in  the  preservation  of  health,  and  in  the  discov¬ 
eries  making  the  preservation  of  health  possible,  to  the  Government 
service— the  medical  service  of  the  Army,  the  medical  service  of 
the  Navy,  and  the  Marine  Hospital  Service.  The  most  efficient 
health  officer  we  have  ever  had  in  the  Philippines,  Dr.  Heiser,  is  a 
member  of  the  Marine  Hospital  Service ;  and  we  have  officers  from 
that  same  service  on  the  Isthmus,  and,  of  course,  we  are  quite 
familiar  with  the  work  they  do  in  all  the  ports  of  the  world  and 
in  the  ports  of  this  country. 

The  truth  is,  if  it  was  not  for  the  efforts  of  Army  surgeons  and 
what  they  discover,  we  would  not  have  been  able  to  build  the  Panama 
Canal.  What  defeated  the  French  chiefly  was  their  inability  to  make 
the  Isthmus  healthy  so  the  work  could  be  done.  After  the  vicious 
habits  and  motives  of  the  mosquitoes  were  explained  and  the  possi- 
bflity  of  getting  rid  of  them  or  keeping  them  out  of  their  bad  habits 
became  known,  then  the  construction  of  the  Panama  Canal  became 
possible,  and  the  work  in  the  Philippines,  although  not  quite  so  con¬ 
spicuous  as  the  work  on  the  Canal,  is  equally  as  remarkable;  the 
death  rate  there  has  been  changed  in  such  a  way  that  it  is  really  a 
very  healthy  place  to  live  in  now— I  commend  it  to  you  for  your 
risks.  It  is  a  place  in  which  black  smallpox,  the  plague,  cholera, 
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tuberculosis  and  dysenteric  diseases  carried  off  many  a  Filipino 
and  many  a  good  American  who  might  have  been  saved  if  the  meth¬ 
ods  now  in  force  had  been  earlier  adopted. 

Now,  I  am  interested  in  the  matter  of  health,  because  I  had  re¬ 
sponsibility  in  the  Philippines  and  on  the  Isthmus  and  in  Cuba  dur¬ 
ing  the  time  when  struggles  were  being  carried  on  against  the  prog¬ 
ress  of  disease,  and  I  have  been  interested  very  greatly  in  the  dis¬ 
coveries  of  physicians.  It  may  be  that  other  countries  did  not  have 
the  advantages  that  we  had  when  we  struck  the  Tropics,  but  they 
had  been  in  the  Tropics — England,  France  and  Germany — for  150 
years,  and  yet  I  venture  to  say  that  no  representative  of  the  medi¬ 
cal  corps  in  any  of  those  countries  will  deny  that  America  has  made 
more  headway  in  the  understanding  and  discovery  of  the  germs  of 
tropical  diseases  and  the  method  of  meeting  them  than  they  did  in 
all  the  time  that  preceded  our  going  into  the  Tropics  15  years  ago. 
That  makes  one  enthusiastic  on  the  subject  of  what  is  possible  to 
do  with  proper  hygiene. 

I  am  an  humble  professor  of  Constitutional  law  in  a  neighboring 
university,  and  one  of  my  colleagues  is  professor  of  political  econ¬ 
omy.  He  once  had  tuberculosis  and  was  cured,  and  that  gave  him 
an  intense  interest  in  hygiene  of  all  sorts.  The  consequence  is  he 
led  me  into  becoming  a  director  of  what  I  think  they  call  The  Life 
Extension  Society.  Now,  we  have  only  a  sentimental  interest  in 
extending  lives,  but  I  am  glad  to  be  in  the  presence  of  gentlemen 
who  have  some  commercial  interest  in  the  matter.  And  the  plan 
of  that  Extension  Society  is  that  if  we  can  only  advise  people  and 
induce  people,  especially  those  who  are  risks  in  life  insurance  com¬ 
panies,  to  have  examinations  made  of  themselves  and  find  out  what 
is  in  them,  that  they  do  not  know — and  generally  there  is  lots — that 
they  may  be  able  to  shape  their  courses  so  as  to  delay  your  paying 
the  full  amount  of  the  policy  for  several  years. 

Now,  such  a  movement,  if  it  can  be  carried  out,  I  doubt  not,  would 
be  very  beneficial.  The  truth  is  that  a  knowledge  of  our  condition 
and  what  we  ought  to  do  to  avoid  an  abrupt  ending  of  our  career 
in  this  world  will  help  us  in  the  direction  of  longer  life.  There  may 
be  men  that  are  hunting  for  the  Heaven  that  we  look  forward  to  with 
so  much  hope  (laughter)  and  admiration,  but  whose  coming  to  us 
we  are  willing  to  postpone  a  reasonable  time.  Some  few  may  wish 
to  reach  it  early,  but  generally,  both  in  the  interest  of  the  world 
and  to  the  happiness  of  the  man,  the  longer  it  can  be  delayed  the 
better.  Therefore,  if  he  knows  that  if  he  continues  along  in  certain 
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habits,  whether  of  eating  or  drinking,  or  lack  of  exercise,  or  failure 
to  sleep  out  in  the  snow,  he  is  apt  to  come  to  an  abrupt  ending,  he 
is  going  to  change  his  habit,  ordinarily;  and  that  is  going  to  help. 

Now,  I  have  been  surprised  in  an  investigation  to  learn  how  little 
really  the  present  practitioner  knows  about  real  hygiene.  He  knows 
what  medicine  he  ought  to  use  in  the  case  of  an  acute  disease,  but 
when  it  comes  to  advising  just  the  course  that  ought  to  be  taken,  it 
seems  there  have  to  be  experts  among  the  experts,  and  that  in  medi¬ 
cal  schools  such  courses  are  quite  rare,  and  when  they  do  occur  they 
are  not  thorough.  Now,  as  I  understand  it — you  did  not  expect  that  I 
was  going  to  get  into  an  exploitation  of  a  particular  society,  did  you  ? 
(Laughter.)  As  I  understand  it,  if  we  can  communicate  to  people 
what  their  actual  condition  is  and  how  much  we  can  help  them  by 
knowledge,  without  attempting  to  treat  them,  but  by  furnishing  sug¬ 
gestions  as  to  their  treatment,  it  means  the  taking  in  hand  by  them¬ 
selves  of  those  who  submit  to  an  examination — a  course  that  may 
lengthen  their  lives. 

The  insurance  men  of  the  country  have  a  tremendous  responsibil¬ 
ity.  Those  of  us,  like  myself,  who  claim  at  one  time  to  have  been 
professional  men,  are  very  dependent  on  insurance  companies  for 
the  assistance  they  give,  in  promising  us  in  the  future  some  security 
as  to  our  wives  and  children,  if  we  can  scrape  and  save  enough  to 
invest  in  your  policies.  I  have  been  engaged  in  trying  to  do  this 
since  well,  I  don  t  know  how  long  ago- — I  believe  for  twenty  years, 
and  I  observe  that  twenty  years’  payment  of  a  life  policy  makes  a 
very  long  twenty  years  (laughter)  ;  but  it  is  not  nearly  so  long  as  a 
straight  life  (laughter),  and  I  am  not  sure  that  it  is  not  about  as 
long  as  a  five  years’  distribution  plan.  (Laughter.)  I  have  tried 
them  all,  and  the  persistency  with  which  the  premiums  come  around, 
and  the  future  to  which  is  delayed  the  return  of  dividends,  I  pre¬ 
sume,  present  an  experience  to  me  that  is  in  common  with  most 
policyholders.  But  I  want  to  state  sincerely,  and  joking  aside,  how 
grateful  I  am  to  your  profession  for  the  security  of  life  and  the 
satisfaction  and  real  confidence  that  you  give  a  man  when  you  give 
him  a  policy,  and  I  am  very  grateful  to  you.  Thank  you. 

(Applause.) 

The  Chairman  :  The  next  paper  will  be  presented  by  Dr.  Victor 
C.  Vaughan,  the  Dean  of  Medicine  and  Surgery,  University  of  Michi¬ 
gan,  and  also  President  of  the  American  Medical  Association.  The 
subject  is  “The  Doctor’s  Dream.”  Dr.  Vaughan. 
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THE  DOCTOR’S  DREAM 

Dr.  Vaughan  spoke  as  follows : 

Dr.  Smith  is  a  practitioner  in  one  of  the  large  cities  of  the  Middle 
West.  He  is  a  man  of  good  training,  a  classical  graduate,  took  his 
professional  course  in  one  of  our  best  schools,  and  did  hospital  ser¬ 
vice  both  at  home  and  abroad.  He  is  a  general  practitioner  and 
keeps  well  posted  in  all  that  he  does.  He  makes  no  claim  to  uni¬ 
versal  knowledge  or  skill,  but  is  conscientious  in  all  his  work,  and 
when  he  meets  with  a  case  needing  the  service  of  a  specialist  he  does 
not  hesitate  to  call  in  the  best  help.  He  has  made  a  good  living, 
demands  fair  fees  from  those  who  are  able  to  pay,  and  gives  much 
gratuitous  service  to  the  poor.  He  is  beloved  by  his  patients,  held 
in  high  esteem  by  his  confreres,  and  respected  by  all  who  know  him. 
He  is  a  keen  observer,  reads  character  for  the  most  part  correctly, 
and  is  not  easily  imposed  upon.  While  he  recognizes  the  value  of 
his  services,  he  is  not  in  the  practice  of  medicine  with  the  expectation 
of  getting  rich,  and  his  interests  are  largely  human  and  scientific. 
He  has  deep  sympathy  for  those  whose  ignorance  leads  them  to  sin 
against  their  own  bodies,  but  he  is  devoid  of  weak  sentimentality  and 
does  not  hesitate  to  admonish  and  even  denounce  the  misdeeds  of  his 
patients  whatever  their  social  position.  During  twenty  years  of  prac¬ 
tice  in  the  same  locality  he  has  become  acquainted  with  the  vices  and 
virtues  of  many  families. 

He  is  not  looking  for  the  coming  of  the  millennium,  but  he  is  often 
impatient  of  the  slow  pace  with  which  the  race  moves  toward  physi¬ 
cal,  mental  and  moral  betterment.  One  of  his  patrons  is  a  large 
manufacturer  employing  many  unskilled  laborers.  Dr.  Smith  has 
often  pointed  out  to  this  man  that  the  efficiency  of  his  working  force 
would  be  multiplied  many  times  were  the  men  paid  better  wages, 
the  work  done  in  rooms  better  lighted  and  ventilated,  and  in  general 
with  a  little  more  humanness  shown  them.  Another  is  at  the  head 
of  a  big  mercantile  house  which  employs  clerks  at  the  lowest  pos¬ 
sible  wages  and  makes  the  conditions  of  life  well  nigh  unendurable. 
A  wealthy  woman  gives  largely  to  church  and  charity  from  her  rev¬ 
enues  which  come  from  the  rental  of  houses  in  the  red  light  district. 
Another  of  the  doctor’s  patrons  is  a  grocer  who  sells  “egg  substi¬ 
tutes”  and  similar  products  “all  guaranteed  under  the  pure  food 
law.”  We  will  not  continue  the  list  of  the  doctor’s  patrons,  and  it 
must  not  be  inferred  that  all  are  bad,  for  this  is  not  true.  The 
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majority  are  honest,  conscientious  people,  as  is  the  case  in  all  com¬ 
munities.  Our  country  has  a  population  of  nearly  one  hundred 
millions.  Millions  of  these  are  decent,  respectable  citizens,  not  alto¬ 
gether  wise,  but  for  the  most  part  well  intentioned.  Thousands  are 
brutal  in  their  instincts,  criminal  in  their  pursuits,  and  breeders  of 
their  kind.  We  claim  to  be  civilized,  but  there  are  those  among  us 
who  would  be  stoned  to  death  were  they  to  attempt  to  live  in  a  tribe 
of  savages. 

But  I  must  stop  these  parenthetical  excursions  and  get  back  to 
Dr.  Smith  and  his  dream.  On  a  certain  day  in  November  of  the 
present  year  he  had  been  unusually  busy,  even  for  one  whose  work¬ 
ing  hours  frequently  double  the  legal  limit.  During  his  office  hours 
he  had  seen  several  cases  which  gave  him  grave  concern.  There  was 
William  Thompson,  the  son  of  his  old  classmate  and  college  chum, 
now  Judge  Thompson.  William  finished  at  the  old  University  and 
is  now  an  embryo  lawyer  promising  to  follow  in  the  footsteps  of  his 
honored  and  honorable  father,  but  William  belonged  to  a  fast  fra¬ 
ternity  at  college  and  came  to  Dr.  Smith  this  morning  with  copper- 
colored  spots  over  his  body  and  a  local  sore.  The  doctor  easily 
diagnosed  the  case  and  pointed  out  to  William  that  he  was  a  walk¬ 
ing  culture  flask  of  spirochetes,  a  constant  source  of  danger  to  all 
who  should  come  in  contact  with  him,  and  that  years  of  treatment 
would  be  necessary  to  render  him  sound  again.  On  the  lip  of  a 
girl,  the  daughter  of  another  old  friend,  the  doctor  had  found  a 
chancre  caused  by  a  kiss  from  her  fiance,  a  supposedly  upright  man 
prominent  in  church  and  social  circles.  He  had  seen  a  case  of 
gonorrhea  in  a  girl  baby  contracted  from  her  mother,  the  wife  of  a 
laboring  man.  A  case  of  gonorrheal  ophthalmia  in  a  young  man 
whose  only  sin  was  that  he  had  used  the  same  towel  used  by  an 
older  brother  next  demanded  his  attention.  Several  cases  of  ad¬ 
vanced  tuberculosis  among  those  who  had  been  told  by  less  con¬ 
scientious  physicians  that  the  cough  was  only  a  bronchial  trouble 
made  Dr.  Smith  lament  the  standard  of  skill  and  honor  among  some 
of  his  professional  brethren.  Rapid  loss  in  weight  in  an  old  friend 
who  had  been  too  busy  to  consult  him  earlier  was  diagnosed  as  neg¬ 
lected  diabetes.  In  another  instance  dimness  of  vision  and  frequent 
headaches  persisting  for  months  had  not  sufficed  to  send  an  active 
business  man  to  the  physician.  This  proved  to  be  an  advanced  case 
of  Bright  s  Disease,  which  should  have  been  recognized  two  years 
earlier.  Urinary,  ophthalmoscopic  and  blood  pressure  tests  demon¬ 
strated  the  seriousness  of  the  present  condition.  A  breast  tumor 
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on  the  wife  of  an  old  and  respected  friend  showed  extensive  in¬ 
volvement  of  the  axillary  glands  and  the  operation  demanded  prom¬ 
ised  only  temporary  relief,  while  had  it  been  done  months  before, 
complete  removal  of  the  diseased  tissue  would  have  resulted. 

In  making  his  calls  for  the  day  Dr.  Smith  had  experienced  both 
among  the  well-to-do  and  the  poor  many  things  which  had  brought 
within  the  range  of  his  vision  more  and  darker  clouds  than  those 
which  floated  in  the  dull  November  sky.  More  than  a  year  before 
he  had  become  estranged  from  the  family  of  one  of  his  oldest  and 
best  friends.  The  breaking  of  this  relationship,  which  had  con¬ 
tinued  from  his  earliest  professional  service  and  had  been  filled  with 
the  common  joys  and  sorrows  shared  only  by  the  family  physician 
and  those  under  his  charge,  had  cast  a  deep  shadow  over  the  doc¬ 
tor’s  life.  He  had  officiated  at  the  birth  of  each  of  his  friend’s  five 
children  and  he  felt  a  parental  love  and  pride  in  them  as  he  saw 
them  grow  into  healthy  womanhood  and  manhood.  A  little  more 
than  a  year  ago  he  learned  that  the  eldest  of  these  children,  a  beau¬ 
tiful  and  healthy  girl  of  eighteen,  was  engaged  to  a  young  man  whom 
he  knew  to  be  a  rake.  In  a  spirit  of  altruism  he  had  gone  to  the 
father  and  mother  and  protested  against  the  sacrifice  of  the  daughter. 
This  kindly  intended  intervention  was  met  with  a  stormy  rebuff  and 
the  doctor  was  rudely  dismissed  from  his  friend’s  house.  But  when 
the  young  woman,  whose  life  with  her  unfaithful  husband  had  made 
her  deeply  regret  her  fatal  infatuation,  felt  the  first  pains  of  child¬ 
birth  she  begged  of  her  parents  that  her  old  friend  might  be  sent 
for,  and  that  morning  he  had  delivered  her  of  a  syphilitic  child.  How' 
unlike  the  previous  births  at  which  he  had  officiated  in  this  friend’s 
house!  It  had  been  the  custom  to  have  the  doctor  at  every  birth¬ 
day  dinner  given  the  five  children,  and  one  of  the  boys  bore  his 
name.  There  would  be  no  birthdays  for  this,  the  first  grandchild,  and 
what  could  the  future  promise  the  young  mother?  Surely,  the 
November  day  was  overcast  with  clouds  for  Dr.  Smith  before  its 
gray  light  awoke  the  slumbering  city.  As  he  walked  the  few  short 
blocks  from  his  friend’s  to  his  own  home,  he  cried  in  deepest  sor¬ 
row  how  many  thousands  of  daughters  must  be  sacrificed  before 
their  parents  will  permit  them  to  walk  in  the  light  of  knowledge 
and  not  in  the  shadow  of  ignorance.  After  a  breakfast,  which  was 
scarcely  tasted,  he  read  in  the  morning  paper  that  the  announcement 
that  “Damaged  Goods”  was  to  be  given  in  his  University  town  had 
met  with  such  a  storm  of  protest  from  the  learned  members  of  the 
faculty  that  the  engagement  had  been  cancelled.  “Surely,”  he  said, 
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“the  fetters  of  prudery  and  custom  bind  both  the  learned  and  the 
unlearned.” 

After  his  morning  office  hours  Dr.  Smith  visited  his  patients  at  the 
city  hospital.  Here  is  a  wreck  from  cocaine  intoxication,  the  poison 
having  been  purchased  from  a  drug  store  owned  by  a  prominent 
local  politician.  In  a  padded  cell  is  a  man  with  delirium  tremens, 
a  patron  of  a  gilded  saloon  run  by  another  political  boss.  In  the 
lying-in  ward  are  a  dozen  girls  seduced  in  as  many  dance  halls,  with 
drinking  alcoves.  Time  will  relieve  these  girls  of  the  products  of 
conception,  a  longer  time  will  be  required  to  free  them  from  the 
diseases  which  they  have  contracted,  but  all  time  will  not  wash  away 
the  stains  on  their  lives,  and  what  of  the  fatherless  children  to  be 
born?  Thirty  beds  are  filled  with  typhoids,  who  under  the  best 
conditions  must  spend  long  weeks  in  the  bondage  of  a  fever,  which 
day  by  day  gradually  but  inexorably  tightens  its  grasp.  The  furred 
tongue,  glazed  eyes,  flushed  cheeks,  bounding  pulses,  emaciated 
frames,  delirious  brains  were  all  due  to  the  fact  that  a  large  manu¬ 
facturer  had  run  a  private  sewer  into  the  river  above  the  water 
works.  The  greed  and  ignorance  of  one  business  firm  had  been  per¬ 
mitted  to  endanger  the  lives  of  half  a  million  of  people. 

In  his  family  calls  the  doctor  met  with  conditions  equally  lament¬ 
able.  A  fond  mother  in  her  ignorance  had  nursed  a1  sore  throat  in 
one  of  her  children  with  domestic  remedies.  The  membranous 
patches  on  the  tonsils,  extending  upward  into  the  nasal  passages  and 
downward  into  the  larynx,  and  the  cyanotic  face  with  labored  breath¬ 
ing  showed  that  even  the  magical  curative  action  of  diphtheria  anti¬ 
toxin,  that  wonderful  discovery  of  modern  medicine,  would  be  of 
little  avail  in  this  individual  case.  The  other  children  were  treated 
with  immunizing  doses,  and  the  doctor  had  the  consolation  of 
knowing  that  death’s  harvest  in  that  household  would  be  limited  to 
the  one  whom  the  mother’s  ignorance  had  doomed. 

The  next  call  brought  Dr.  Smith  to  a  home  in  which  the  con¬ 
dition  was  equally  deplorable  and  still  more  inexcusable.  One  of 
the  children  some  months  before  had  been  bitten  by  a  strange  cur, 
which  soon  disappeared  in  the  alley.  The  wTound  was  only  a  scratch 
and  was  soon  forgotten.  Now,  the  child  was  showing  the  first  symp¬ 
toms  of  that  horrible  disease,  hydrophobia.  But  dogs  must  not  be 
muzzled.  Women  with  plumes,  torn  from  living  birds,  in  their 
hats,  formed  a  society  for  the  prevention  of  cruelty  to  animals  and 
so  declared. 

It  must  not  be  inferred  that  all  of  Dr.  Smith’s  experiences  on 


98 


THE  DOCTOR’S  DREAM 


that  November  day  were  sad.  Men  are  mortal;  all  sickness  is  not 
preventable;  accidents  will  happen  and  distressing  injuries  result. 
This  world  is  not  an  Eden  and  no  one  expects  that  all  sorrow  will 
be  banished  from  it.  Decay  and  death  approach  with  advancing 
years.  Strength  and  weakness  are  relative  terms,  and  those  pos¬ 
sessed  of  the  former  must  help  bear  the  burdens  of  those  afflicted 
with  the  latter.  Dr.  Smith  being  a  hard-headed,  reasonable,  scien¬ 
tific  man,  is  no  Eutopian,  and  he  frequently  meets  in  sick  rooms 
experiences  which  greatly  increase  both  his  interest  and  his  confi¬ 
dence  in  man.  E[e  finds  the  young  and  vigorous  denying  themselves 
many  pleasures  in  order  to  brighten  the  pathways  of  the  old  and 
infirm,  the  fortunate  lending  a  helping  hand  to  the  unfortunate,  and 
the  wise  leading  the  unwise.  No  one,  more  than  the  family  phy¬ 
sician,  can  measure  and  appreciate  the  innate  goodness  that  springs 
without  an  effort  from  the  heart  of  humanity.  It  is  difficult  for  the 
physician  of  large  experience  to  unreservedly  condemn  anyone,  and 
he  is  inclined  to  regard  all  sins  as  due  to  either  heredity  or  environ¬ 
ment.  However,  it  must  be  admitted  that  on  this  day  Dr.  Smith 
had  seen  but  little  sunshine,  and  the  clouds  that  had  gathered  about 
him  had  hidden  the  virtues  and  magnified  the  vices  of  his  com¬ 
munity,  and  especially'  was  this  true  of  the  vice  of  ignorance,  for 
ignorance  which  results  in  injury  to  one’s  fellows  is  not  only  a  vice 
but  a  crime,  a  moral,  if  not  a  statutory  one. 

Late  that  night  as  the  doctor  sat  before  his  grate  he  fell  asleep, 
and  now  he  is  busy  among  his  patients  in  a  way  hitherto  quite  un¬ 
known  to  him.  His  waiting-room  is  filled  with  people,  old  and 
young,  of  both  sexes,  who  have  come  to  be  examined  in  order  to 
ascertain  the  exact  condition  of  their  health.  A  young  man  before 
proposing  marriage  to  the  woman  of  his  choice  wishes  a  thorough 
examination.  He  wishes  to  know  that  in  offering  himself  he  is  not 
bringing  to  the  woman  any  harm.  He  desires  to  become  the  father 
of  healthy  children  and  he  is  not  willing  to  transmit  any  serious 
defect  to  them.  He  tells  the  doctor  to  examine  him  as  carefully  as 
he  would  were  he  applying  for  a  large  amount  of  life  insurance. 
The  doctor  goes  through  the  most  thorough  physical  examination 
and  tests  the  secretions  and  blood  with  the  utmost  care.  He  under¬ 
stands  his  own  responsibility  in  the  matter  and  appreciates  the  high 
sense  of  honor  displayed  by  his  patient.  A  young  woman  for  like 
reasons  has  delayed  her  final  answer  to  the  man  who  has  asked  her 
hand  in  order  that  the  doctor  might  pass  upon  her  case. 

Here  is  the  doctor’s  old  friend,  William  Stone.  Mr.  Stone  is  in 
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the  early  fifties.  He  has  been  a  highly  successful,  honorable  busi¬ 
ness  man,  has  accumulated  a  sufficiency  and  enjoys  the  good  things 
which  his  wife  prepares  for  the  table.  A  careful  examination  of 
the  urine  leads  the  doctor  to  caution  Mr.  Stone  to  reduce  the  carbo¬ 
hydrates  in  his  food.  Mr.  Perkins,  a  lawyer  who  throws  his  whole 
strength  in  every  case  he  tries,  and  of  late  has  found  himself  easily 
irritated,  shows  increased  urinary  secretion  and  a  blood  pressure 
rather  high.  A  vacation  with  light  exercise  and  more  rest  is  the 
preventive  prescription  which  he  receives.  Mrs.  Williams,  after 
being  examined  by  Dr.  Smith,  undergoes  a  slight  operation  under 
local  anesthesia,  and  is  relieved  of  the  first  and  only  malignant  cells 
found  in  her  breast.  Richard  Roe,  who  is  preparing  for  a  long 
journey,  is  vaccinated  against  typhoid  fever,  a  disease  no  longer 
existent  in  Dr.  Smith’s  city,  since  pollution  of  the  water  has  been 
discontinued.  John  Doe,  who  is  a  mineralogical  expert  and  wishes 
to  do  some  prospecting  in  high  altitudes,  has  his  heart  examined. 

There  are  numerous  applicants  for  pulmonary  examination.  This 
is  done  by  Dr.  Smith  and  his  assistants  in  a  most  thorough  and  up- 
to-date  manner,  and  advice  is  given  each  according  to  the  findings. 
It  has  been  many  years  since  Dr.  Smith  has  seen  an  advanced  case 
of  pulmonary  tuberculosis,  and  the  great  white  plague  will  soon  be 
a  thing  of  the  past.  Everybody  goes  to  a  physician  twice  a  year  and 
undergoes  a  thorough  examination.  The  result  of  this  examination 
is  stated  in  a  permanent  record,  and  no  two  consecutive  examinations 
are  made  by  the  same  physician  in  order  that  a  condition  overlooked 
by  one  may  be  detected  by  another.  Cases  of  doubt  or  in  which  there 
is  difference  of  opinion  are  referred  to  special  boards. 

The  average  of  human  life  has  been  greatly  increased  and  the 
sum  of  human  suffering  has  been  greatly  decreased.  Preventive 
has  largely  replaced  curative  medicine.  Tenements  are  no  longer 
known;  prostitution  and  with  it  the  venereal  diseases  have  disap¬ 
peared  ;  institutions  for  the  feeble-minded  are  no  longer  needed,  be¬ 
cause  the  breed  has  died  out ;  insanity  is  rapidly  decreasing,  because 
its  chief  progenitors,  alcoholism  and  syphilis,  have  been  suppressed. 
These  and  many  other  pleasing  visions  come  to  Dr.  Smith  in  his 
dream,  from  which  he  is  startled  by  the  ring  of  the  telephone  at 
his  elbow.  The  call  says :  “Come  quickly  to  Pat  Ryan’s  saloon  at 
the  corner  of  Myrtle  and  Second.  There  has  been  a  drunken  row. 
Bring  your  surgical  instruments.”  Then  the  smiles  which  had  played 
over  the  face  of  the  doctor  in  his  dream  were  displaced  by  lines  of 
care,  and  he  went  forth  into  the  darkness  of  ignorance  and  crime. 
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There  are  many  Dr.  Smiths  and  they  have  been  seeing  pleasing 
visions  in  their  dreams  and  meeting  with  stern  realities  in  their  wak¬ 
ing  hours.  Nearly  fifty  thousand  Dr.  Smiths  constitute  the  Ameri¬ 
can  Medical  Association,  which  is  expending  thousands  of  dollars 
annually  in  trying  to  so  educate  the  people  that  unnecessary  dis¬ 
ease  will  be  prevented.  The  doctors  are  asking  that  the  work  of 
the  national,  state,  municipal  and  rural  health  organizations  may 
be  made  more  effective,  that  the  knowledge  gained  in  the  study  of 
the  causation  of  disease  may  be  utilized.  The  world  has  seen  what 
has  been  done  in  Havana  and  on  the  Canal  Zone,  how  yellow  fever 
and  malaria  have  been  suppressed,  and  how  the  most  pestilential 
spots  on  earth  may  be  converted  into  healthful  habitations  for  man. 
Scientific  medicine  has  made  these  demonstrations  and  the  world 
applauds,  but  seems  slow  to  make  general  application  of  the  rules 
of  hygiene. 

Dr.  Foster  had  experienced  the  doctor’s  dream  when  he  said  to 
you,  in  1909 :  “I  look  forward  with  confidence  to  the  time  when  pre¬ 
ventable  diseases  will  be  prevented,  and  when  curable  diseases  will 
be  recognized  in  the  curable  stage  and  will  be  cured,  and  I  believe  the 
grandest  triumphs  of  civilization  will  be  the  achievements  which  will 
result  from  a  realization  of  the  possibilities  of  preventive  medi- 
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cine. 

Professor  Fisher,  a  most  earnest  and  intelligent  student  of  the 
prevention  of  sickness  and  the  deferring  of  death,  has  stated  that 
“by  the  intelligent  application  of  our  present  knowledge  the  average 
span  of  human  life  may  be  increased  full  fifteen  years.” 

It  has  been  proposed  that  the  life  insurance  companies  represented 
here  seek  to  prolong  the  lives  of  their  policyholders  by  offering  them 
free  medical  re-examination  at  stated  intervals.  It  has  been  shown 
that  in  all  probability  this  would  financially  benefit  the  companies 
in  the  increased  longevity  of  their  policyholders  and  the  increased 
number  of  premiums  they  would  pay.  This  is  a  business  proposition, 
and  I  hope  that  the  companies  will  inaugurate  it  and  thus  demon¬ 
strate  that  the  lessening  of  sickness  and  the  deferring  of  death  will 
pay.  Let  the  insurance  men  join  the  doctors  and  help  in  the  great 
work  for  the  uplift  of  the  race  through  the  eradication  of  unneces¬ 
sary  disease  and  premature  death.  In  this  way  we  can  hasten  the 
coming  of  the  better  man  by  making  the  doctor’s  dream  a  reality. 
I  am  confident  that  you  will  do  this,  not  because  it  will  pay,  but 
because  it  is  the  highest  service  you  can  render  humanity. 

Now,  is  this  a  wild  dream? 
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Is  it  absolutely  impossible  that  part  of  this  dream  might  not 
come  true? 

Very  recently,  Mr.  Hoffman  of  the  Prudential — and  there  is  no 
one  better  posted  in  statistics  than  he — has  shown  that  if  the  death 
rate  from  tuberculosis  which  prevailed  in  this  country  in  1901  had 
continued  up  to  and  including  1910,  there  would  have  been  200,000 
more  deaths  from  tuberculosis  than  there  were. 

The  average  age  at  which  people  die  from  tuberculosis  is  thirty-five 
years.  Mr.  Hoffman  concludes  from  his  studies,  and  there  can  be 
no  question  about  their  accuracy,  that  more  than  a  million  of  years, 
in  the  aggregate,  have  been  added  to  human  life  by  the  very  slight 
effort  that  we  have  made — the  people  have  made — to  lessen  the  death 
rate  from  tuberculosis. 

Since  1882,  the  time  of  the  discovery  of  the  tuberculosis  bacillus, 
up  to  the  present  time,  taking  the  civilized  world  all  over,  the  deaths 
from  tuberculosis  have  been  reduced  50  per  cent.  They  are  one- 
half  what  they  would  have  been  if  the  death  rate  prevailing  at  that 
time  had  continued.  Now,  if  that  has  been  accomplished,  what  may 
we  not  expect  to  accomplish?  Mr.  Hoffman,  however,  very  prop¬ 
erly  points  out  that  it  is  not  going  to  be  so  easy  to  get  rid  of  the 
next  50  per  cent,  of  deaths  as  it  was  the  first.  It  is  more  difficult 
to  reach  the  ignorant.  We  have  reached  the  intelligent.  It  is  more 
difficult  to  get  down  to  the  deepest  causes  of  this  disease  and  its 
transmission,  and  a  greater  effort  must  be  made. 

You  will  pardon  me  if  I  point  out  to  you  two  or  three  ways  in 
which  preventive  medicine  has  been  of  service  to  you,  and  I  will  con¬ 
fine  myself  to  the  work  that  has  been  done  in  the  present  century, 
since  1900.  In  the  first  place,  by  the  work  of  the  American  Medi¬ 
cal  Association,  practically  all  the  poor  medical  schools  in  this  coun¬ 
try  have  been  wiped  out  of  existence.  The  number  of  schools  has 
been  reduced  from  163  to  116,  and  you  are  getting  better  practical 
men  to  serve  you.  That  is  the  first  thing.  In  the  second  place, 
typhoid  fever,  as  well  as  tuberculosis,  has  been  greatly  reduced.  In 
1898  one  out  of  every  five  of  the  men  who  enlisted  in  the  United 
States  Army  developed  typhoid  fever.  Less  than  ten  years  later, 
when  17,000  men  were  sent  to  Texas,  only  one  out  of  the  17,000  de¬ 
veloped  typhoid  fever.  (Applause.)  Now,  is  the  benefit  that  may 
be  obtained  from  preventive  medicine  visionary?  May  this  dream 
not  be  realized?  Then,  again,  every  time  that  the  medical  man  im¬ 
proves  his  methods  of  diagnosis  he  serves  you.  I  suppose  that  it  is 
too  early  to  make  a  definite  estimate,  but  certainly  the  saving  to  the 
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insurance  companies  in  this  country  must  be  marked  by  simply  the 
introduction  of  your  tests — of  the  blood  pressure  tests.  This  test 
has  saved  you  from  many  dangerous  cases  which  would  have  died 
soon.  Now,  I  don’t  mean  to  say  that  you  owe  the  medical  pro¬ 
fession  anything  for  this.  The  medical  profession  has  not  done 
it  for  your  sake.  It  is  done  for  your  policyholders — ’for  the  millions 
of  the  people — and  the  American  Medical  Association,  composed  of 
fifty  thousand  financially  poor  doctors  in  this  country,  is  expending 
to-day,  Mr.  President,  seventy  thousand  dollars  a  year  for  the  pur¬ 
pose  of  instructing  people  how  not  to  get  sick. 

Some  years  ago  we  had  out  in  Michigan  a  Governor  who  was 
said  to  be  very  illiterate.  I  heard  him  preside  at  the  American  Pub¬ 
lic  Health  Association,  and  he  spoke  of  doctors  being  there  for  the 
purpose  of  preventing  sickness,  and  he  said:  “If,  during  my  offi¬ 
cial  career,  I  should  be  called  upon  to  preside  at  a  meeting  of  lawyers, 
met  for  the  purpose  of  preventing  litigation,  then  I  would  say,  with 
Simeon,  ‘Lord,  let  thy  servant  depart  in  peace,  for  mine  eyes  have 
seen  my  salvation.’  ” 

I  want  to  say  to  Mr.  Cox  and  other  lawyers  here  that  that  time 
has  almost  come  when  lawyers  are  not  hunting  for  precedent  in 
the  dim  and  mystic  past,  but  they  are  making  new  laws  and  break¬ 
ing  all  other  precedents  for  the  betterment  of  the  race.  This  is  what 
we  are  all  working  for.  I  thank  you  very  much. 

(Applause.) 

The  Chairman  :  In  view  of  the  lateness  of  the  hour,  the  presen¬ 
tation  of  the  report  of  the  Health  Committee  will  be  deferred  until 
to-morrow  morning. 

At  5:05  p.m.  an  adjournment  was  taken  to  Friday,  December 
12,  1913,  at  10:00  a.m. 

SECOND  DAY 

Morning  Session 
Friday,  December  12,  1913. 

Mr.  George  E.  Ide  in  the  Chair 

The  convention  reassembled  at  10:20  a.m. 

The  Chairman  :  The  Association  will  come  to  order.  The  first 
speaker  for  this  morning’s  session  is  Prof.  William  T.  Sedgwick, 
who  occupies  the  chair  of  Biology  and  Public  Health  at  the  Massa- 
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chusetts  Institute  of  Technology.  Dr.  Sedgwick  has  devoted  his 
entire  life  to  this  question  of  general  health  improvement,  and  is 
certainly  well  fitted  to  give  us  a  message  on  the  subject  “The  Pub¬ 
lic  Health  Movement — To-day  and  To-morrow.”  Dr.  Sedgwick. 
(Applause.) 

THE  PUBLIC  HEALTH  MOVEMENT  IN  AMERICA— 
TO-DAY  AND  TO-MORROW 

Prof.  Sedgwick  spoke  as  follows : 

It  is  just  twenty-three  years  next  month  that  I  was  investigating 
for  the  State  Board  of  Health  of  Massachusetts  and  the  Water  Board 
of  the  City  of  Lowell  an  epidemic  of  typhoid  fever.  In 
the  course  of  that  investigation  I  had  occasion  to  go  to  a  tenement 
in  which  a  young  woman  laid  dead  of  typhoid.  It  was  a 
poor  family,  an  Irish  family  of  operatives  in  one  of  the  mills ;  and 
I  took  out  my  note-book  and  asked  my  usual  questions  as  to  the 
case  that  had  just  died,  in  the  search  for  the  cause  of  death.  I  asked 
what  drinking  water  she  had  used ;  whether  she  had  been  out  of  town ; 
how  old  she  was,  and  all  the  questions  that  an  ordinary  Board  of 
Health  investigator  would  be  likely  to  ask.  In  the  comer  of  the 
room  was  an  old  man,  apparently  doing  nothing  but  waiting  for  the 
end  of  life,  yet  listening  intently  to  my  questions.  These  were  put  to 
a  sister  of  the  deceased,  who  was  weeping;  and  the  old  fellow 
sat  there  listening,  looking  on,  but  saying  nothing.  Finally,  I 
prepared  to  put  up  my  note-book,  but  out  of  courtesy  to  him  and 
sympathy  with  the  stricken  family,  I  said  to  the  old  man,  “What 
do  you  think  that  your  daughter  died  of— how  did  she  get  the 
fever?”  He  had  been  listening  to  all  my  questions  about  water  and 
milk  and  things  of  that  kind,  but  now  turned  and  said  almost  sav- 
agely,  “She  died  by  the  will  of  God,  sor.”  For  him,  that  was  the  end 
of  it.  What  use  to  inquire  about  milk  and  water  and  such  things. 
“She  died  by  the  will  of  God,  sor.” 

That  was  three  and  twenty  years  ago,  and  it  was  typical  of  the  feel¬ 
ing  of  mankind  fifty  years  ago,  a  hundred  years  ago,  and  I  have  no 
doubt  a  thousand  years  ago— namely,  that  it  is  useless  to  inquire  into 
the  causes  of  disease  or  to  seek  to  ward  off  disease.  In  other  words, 
that  disease  was  an  infliction  of  the  Almighty,  and  that  while 
science  might  be  useful  in  some  directions,  it  was  useless  as 
applied  to  human  life  and  human  health.  That  was  the  public  health 
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feeling  of  the  past.  But  about  1880  a  change  came  over  our  ideas. 
We  found,  all  of  a  sudden,  that  anthrax  or  malignant  pustule  is 
due  to  a  miserable,  invisible  microbe.  We  found  tuberculosis  to  be 
due  to  another ;  typhoid  to  a  third ;  Asiatic  cholera  to  a  fourth ;  lock¬ 
jaw  to  a  fifth;  diphtheria  to  a  sixth,  and  so  on;  and  the  period  from 
1880,  or  thereabouts,  to  about  1890,  was  so  wonderful  for  these  dis¬ 
coveries  that  I  am  in  the  habit  of  calling  it  “the  decade  of  the  great 
pathological  discoveries.”  We  learned  more  about  disease  in  those 
few  years,  or,  say,  in  the  fifteen  years  from  1875  to  1890,  than  we' 
had  learned  in  fifteen  thousand  years  before;  and  immediately  we 
began  to  take  up  a  new  point  of  view.  We  did  not  see  in  every  epi¬ 
demic  or  in  every  death  the  hand  of  an  outraged  God,  but  quite 
often  the  hand  of  a  mistaken  and  unintelligent  or  a  foolish  human 
being,  polluting  perhaps  water  supply  or  milk  supply  or  air  supply. 

Huxley  touched  on  this  theme  years  ago.  He  spoke  of  the  people 
in  England  at  the  time  of  the  plague  and  the  great  fire  of  1660  or 
thereabouts.  To  the  plague,  he  says,  the  people  were  submissive. 
They  received  the  shock  in  humility  and  with  penitence,  because 
they  believed  it  to  be  due  to  their  sins ;  but  against  the  fire  they  were 
indignant  and  angry,  because  they  thought  they  saw  in  that  an 
act  of  their  enemies.  What  a  change  has  come  over  the  world  even 
within  the  memory  of  men  now  living.  Men  and  women  in  middle 
life,  even,  can  look  back  upon  the  time  when  these  earlier  ideas 
prevailed  universally  as  they  now  prevail  here  and  there  and  in 
the  less  educated  and  less  developed  parts  of  society  and  of  the 
world. 

There  has  always  been  a  struggle  for  existence.  There  has  often 
been  a  struggle  for  home.  We  are  now  embarking  upon  a  struggle 
for  health.  In  fact,  we  are  already  struggling  for  it;  and,  unless 
I  am  mistaken,  the  term  “the  struggle  for  health”  will  be  as  much 
a  household  phrase  fifty  years  from  now  as  is  the  term  “struggle  for 
existence”  fifty  years  after  Darwin  and  Herbert  Spencer  intro¬ 
duced  it. 

It  is  tempting  to  dwell  on  the  past  and  point  out  how  in  1880 
our  Boards  of  Health  amounted  to  nothing  or  next  to  nothing.  In 
the  City  of  Boston  there  was  no  Board  of  Health  at  all  until  a 
terrible  epidemic  of  smallpox  in  1872  frightened  the  people  into  the 
establishment  of  a  good  Board  of  Health,  and  since  that  time  the  city 
has  been  practically  free  from  smallpox.  I  say,  within  the  memory 
of  men  and  women  still  in  middle  life,  this  was  the  state  of  affairs; 
but  how  different  to-day — our  cities  and  towns  and  States  bristle 
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with  Boards  of  Health,  such  as  they  are ;  and  although  we  have  not 
any  National  Board  of  Health,  so  named,  we  have  a  National  Board 
of  Health,  in  fact,  in  the  U.  S.  Public  Health  Service,  the  chief 
of  which  addressed  you  yesterday- — Dr.  Rupert  Blue,  himself  a 
man  who  has  done  more  to  keep  the  bubonic  plague  out  of 
the  United  States  than  any  other  man  living  ;  a  man  who  worked 
m  Chinatown  and  in  the  other  places  in  our  towns  and  cities  on 
the  Pacific  Coast,  checking  the  bubonic  plague  there  so  that  it  has 
not  yet  appeared  on  the  West  Side  of  Chicago  or  the  East  Side 
of  New  York,  or  the  North  Side  of  Boston,  as  it  might  have  ap¬ 
peared  but  for  his  careful,  able  and  scientific  administration. 

I  say  that  we  have  everywhere  to-day  Boards  of  Health,  and 
the  public  health  movement  to-day  is  going  almost  too  fast — almost 
faster  than  the  teachers  and  directors  of  the  movement  could  wish, 
because  a  great  many  foolish  things  are  being  done  to-day  in  the 
name  of  public  health,  and  there  are  public  health  fakirs  as  there 
are  quacks  and  dealers  in  quackeries.  On  the  other  hand,  when  we 
come  into  a  room  like  this,  well  ventilated,  cool,  ready  for  a  meet- 
ing  of  this  sort,  so  that  if  we  stay  for  an  hour  the  air  is  still  good, 
or  possibly  for  two  hours;  when  we  have  public  parks  and  play¬ 
grounds  and  anti-tuberculosis  societies,  and  all  sorts  of  organizations 
looking  for  the  physical  betterment  of  the  race,  it  is  surely  a  wonder¬ 
ful  time  to  live  in. 

It  is  tempting  at  this  point  to  dwell  on  the  public  health  movement 
of  to-day ;  but  I  know  you  are  more  interested  in  what  is  likely  to 
happen  to-morrow.  Let  me,  however,  before  leaving  this  topic,  say 
that  there  is  one  point  in  which  we  are  to-day  absolutely  or  almost 
absolutely  deficient,  and  that  is  in  the  matter  of  public  convenience 
stations,  equipped  with  decent  urinals  and  water-closets.  In  this  re¬ 
spect  we  deserve  as  a  nation  unqualified  condemnation.  In  most  of 
our  cities  and  in  nearly  all  of  our  villages  a  stranger  must  resort  to 
an  hotel,  if  he  be  well-to-do,  or  to  a  saloon,  if  he  be  poor  or  badly 
dressed.  In  foreign  cities  we  have  convenience  stations,  and,  as  a 
rule,  conspicuous,  clean,  decent,  and  easy  of  access,  almost  every¬ 
where  ,  perhaps  you  will  say  too  conspicuous,  and  oftentimes  they 
are,  but  taking  the  United  States  as  a  whole,  taking  especially  our 
cities  of  one  hundred  thousand,  fifty  thousand,  forty  thousand,  ten 
thousand,  you  will,  as  a  rule,  inquire  in  vain  for  any  decent  con¬ 
venience  station  which  is  open  to  a  stranger  or  to  one  poverty 
stricken.  Now,  this  is  a  national  disgrace.  We  are  beginning  to 
reform  a  little;  but  to  compel  any  one  to  carry  around  the 
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offal  of  the  body  after  it  should  be  discharged,  is  a  most 
unhygienic  procedure;  and  one  of  the  things  our  cities  have  got  to 
do  in  the  very  near  future  is  to  look  after  this  matter.  It  is  all 
very  well  to  have  public  libraries  and  art  museums  and  to  look 
after  the  upper  end  of  the  body,  and  it  is  all  very  well  to  look  out 
for  pure  food  and  those  things,  although  there  is  a  great  deal  of 
nonsense  masquerading  in  that  direction,  but  so  long  as  we  do  not 
take  care  of  the  other  end  of  the  intestine,  so  long  as  we  turn  our¬ 
selves  into  septic  tanks  to  carry  about  this  matter  when  it  ought  to  be 
discharged,  so  long  will  we  remain  what  we  have  long  been,  only  a 
semi-civilized  nation. 

There  is  a  great  deal  of  lost  motion  in  the  public  health  move¬ 
ment  to-day,  a  great  deal  of  emphasis  on  the  wrong  thing.  Pure 
spices  are  all  very  well,  but  pure  milk  and  pure  water  are  infinitely 
more  important.  Pure  drugs  are  all  very  well,  but  where  one  per¬ 
son  needs  pure  drugs,  a  thousand  need  pure  milk  and  pure  water 
and  pure  air.  We  know  that  half  of  our  cities  have  not  proper 
sewerage  systems.  This  city,  for  instance,  has  been  described  as  an 
island  surrounded  with  sewage ;  and  so,  in  fact,  it  is ;  and  those  who 
have  studied  the  sewage  problem  of  New  York  know  how  difficult 
is  the  remedy,  but  how  inevitably  it  has  got  to  come,  even  at  the 
expense  of  hundreds  of  millions  of  dollars.  New  York  is  spend¬ 
ing  $160,000,000  on  a  new  water  supply.  She  ought  to  spend  an 
equal  or  perhaps  greater  sum  upon  proper  drainage  and  sewerage, 
to  the  end  that  this  city  shall  no  longer  be  known  as  a  piece  of  land 
surrounded  by  sewage. 

I  say  we  have  a  great  deal  of  lost  motion ;  we  emphasize 
altogether  too  much  many  minor  matters — pure  food,  for  example. 
'Most  of  our  foods  are,  after  all,  reasonably  pure;  our  flour,  our 
meat,  our  eggs,  our  sugar,  most  of  the  things  that  we  ordinarily 
eat — all  these  are  reasonably  pure.  We  need  rather  to  look  after 
the  things  that  really  require  attention,  such  as  some  of  those  that 
I  have  mentioned. 

Now,  about  this  wonderful  public  health  movement  that  is  going 
on  to-day.  What  is  it  going  to  be  to-morrow?  We  have  to-day 
numerous  Boards  of  Health,  but  I  do  not  exaggerate,  I  weigh 
my  words,  when  I  say  that  most  of  them  are  incompetent  and  in¬ 
efficient.  And  I  begin  with  our  State  Boards  of  Health.  A  few 
of  these  are  doing  good  work  and  serving  the  people  as  they  ought 
to  be  served ;  the  people,  on  the  other  hand,  providing  them,  as  they 
ought  to  provide  them,  with  adequate  means.  But  most  of  them 
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are  not  provided  by  the  people  with  sufficient  means;  most  of  them 
are  badly  manned  and  badly  equipped  for  their  work.  Too  often 
State  and  city  Boards  of  Health  are  composed  of  politicians,  who 
take  the  places  in  order  not  to  be  completely  shelved,  or  to  be  held 
over  until  a  better  place  shall  arise.  Too  often  the  people  on  our 
State  and  our  city  and  our  town  Boards  of  Health  know  nothing 
whatever  about  the  subject  of  public  health,  not  even  enough  to 
know  how  to  employ  good  officers.  We  want  to  begin  to  reform 
right  there;  and  you  gentlemen,  who,  through  the  ramifications  of 
your  business,  come  in  touch  with  so  many  different  people  of 
intelligence  in  different  States  and  cities,  can  do  an  immense 
service  to  the  public  welfare,  by  seeing  to  it  that  a  higher  standard 
is  employed  and  required  in  the  appointments  of  men  to  State  and 
city  Boards  of  Health.  It  is  your  duty  and  the  duty  of  your  repre¬ 
sentatives  to  bring  all  the  pressure  that  they  possibly  can  bring  to 
bear  upon  the  appointing  powers  and  the  electorate  in  all  these  States 
and  cities  to  see  to  it  that  we  have  upon  our  State  and  city  Boards 
of  Health  and  our  State  commissions  men  of  ability,  honesty,  intelli¬ 
gence,  and  knowledge ;  men  who  are  enough  informed  or  trained  to 
know  what  is  wanted. 

Probably  the  first  thing  that  is  going  to  happen  to-morrow  in 
the  health  movement  is  better  organization.  We  have  got  an  en¬ 
thusiastic  mob  of  people  to-day  looking  for  health,  but  most  of  them 
looking  in  the  wrong  direction,  or  looking  only  partly  in  the  right 
direction.  We  have  got  to  educate  and  organize.  Wendell  Phillips 
used  to  say,  you  remember,  in  the  anti-slavery  days,  “Agitate,  agitate, 
agitate.”  Our  cry  to-day  is  “Educate,  educate,  educate.”  And 
upon  that,  and  beyond  it,  we  must  put  organization.  And  we  must 
begin  at  the  top.  In  fact,  we  have  already  begun  at  the  top. 
In  the  United  States  Public  Health  Service  to-day  we  have  prac¬ 
tically  a  National  Board  of  Health.  We  had  a  National  Board  of 
Health  about  1880,  in  the  great  enthusiasm  of  that  period  of  renais¬ 
sance  in  all  health  matters ;  but  it  lasted  only  a  little  while,  and  was 
soon  legislated  out  of  office.  The  time  was  not  ripe  for  it.  To-day 
the  time  is  fully  ripe,  and  I  believe  that  within  five  or  ten  years, 
at  the  most,  we  shall  have  a  National  Department  of  Health,  with 
a  cabinet  officer,  but  that  this  will  not  be  created  synthetically  by 
taking  a  little  here,  a  little  there,  and  a  little  somewhere  else,  and 
throwing  them  all  together,  putting  a  politician  or  a  political  doctor 
or  a  political  health  reformer  in  charge  of  the  whole.  No,  it  will 
rather  come  as  an  evolution.  Out  of  our  present  United  States 
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Public  Health  Service,  which  is  doing  the  admirable  work  which  it 
did  against  Asiatic  cholera  in  our  Southern  States,  which  is  to-day 
investigating  the  Ohio  River  and  the  Potomac  River,  to  see  if  the 
Ohio  River  cannot  escape  that  reproach  of  being  called  a  thousand 
miles  of  typhoid  fever-— out  of  this,  I  say,  we  shall  gradually  evolve 
a  National  Department  of  Plealth,  and  it  is  a  great  deal  better  that 
we  should  do  it  in  that  way  than  that  we  should  seek  to  manufacture 
it,  as  it  were,  artificially.  Then,  as  our  National  health  army  gets 
strengthened,  we  shall  take  up  the  State  Boards  of  Health  and  in¬ 
sist  that  they  be  stronger  and  abler  and  better  equipped.  Why,  it 
is  only  a  few  years  ago  that  the  great  State  of  Pennsylvania  made 
a  total  provision  for  its  State  Board  of  Plealth  of  $5,000  a  year. 
Now,  I  am  happy  to  say,  under  the  able  administration  of  Dr.  Dixon, 
the  Health  Commissioner  of  that  State,  it  is  making  an  appropria¬ 
tion  of  one  or  two  millions  a  year.  That,  of  course,  is  what  ought 
to  be  done.  The  Health  Department,  State  of  New  York,  has  an 
excellent  organization,  with  its  different  divisions  of  vital  statistics, 
sanitary  engineering,  sanitary  law,  and  all  that  sort  of  thing,  and 
the  New  York  City  Department  has  been  well  officered,  so  that  the 
death  rate  for  this  last  year  is,  as  we  ought  to  expect  it  to  be,  one 
of  the  lowest  in  the  world.  This  great  city,  of  which  we  are  all  so 
proud,  has  this  year  an  excellent  record  and  has  had  for  many  years 
an  excellent  record  in  these  respects,  but  these  are  only  a  few 
examples. 

As  a  rule,  our  State  and  our  city  Boards  of  Health  are  neither  well 
composed,  well  officered  nor  well  supported.  Moreover,  it  has  been 
difficult  up  to  now  to  get  good  health  officers,  for  this  is  a  new  pro¬ 
fession,  gentlemen.  The  time  was  when  people  supposed  that  any 
doctor  must  of  necessity  be  a  good  health  officer,  but  that  does  not 
follow  at  all,  any  more  than  it  follows  that  an  engineer,  so-called, 
is  necessarily  a  good  sanitary  engineer  or  a  good  electrical  engineer. 
He  may  be  a  civil  engineer,  and  quite  out  of  place  in  these  other 
branches  of  the  subject.  Unfortunately,  our  medical  and  engineering 
schools  have  neglected  the  education  of  health  officers.  They  have 
neglected  the  education  of  their  students.  Only  a  little  time  is  spent 
*  in  medical  schools  upon  hygiene  or  sanitation  or  public  health,  and  in 
many  places  no  time  at  all;  but  that,  too,  is  being  changed  to-day 
and  is  going  to  be  very  rapidly  changed  to-morrow.  One  of  the 
significant  phenomena  of  the  times  is  the  recent  announcement  by 
Harvard  University  and  the  Massachusetts  Institute  of  Technology 
of  co-operation  in  the  training  of  health  officers — a  new  “school  for 
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health  officers,”  in  which  these  two  great  institutions  are  acting  in 
co-operation.  That  is  a  recognition  of  the  fact  that  the  medical  man 
needs  some  engineering  and  some  public  health  science;  that  he  is 
to  be  a  trained  health  officer,  and  that  the  engineer  must  have  some 
medical  knowled ge,  if  he  is  going  to  be  a  good  health  officer.  I 
happen  to  be  closely  connected  with  this  school ;  in  fact,  Chairman  of 
the  Administrative  Board ;  and  you  will  be  glad  to  know  that  we  now 
have  already,  without  any  advertising,  eight  excellent  young  men 
in  this  course,  five  of  them  doctors  of  medicine,  and  the  other  three 
college  graduates.  Next  year  we  shall  have  twenty,  I  have  no 
doubt;  and  that  is  the  beginning  of  the  training  of  health  officers 
by  two  very  different  institutions  in  a  very  remarkable  way. 

Another  problem  is  very  important,  and  that  is  the  suburban  and 
rural  management  of  public  health  problems.  Too  often  in  our  rural 
districts  there  is  no  public  health  service  at  all,  and  yet  from  these 
rural  districts  come  the  milk  and  cream  that  go  to  our  cities,  and  the 
eggs  and  more  of  the  food  supplies  upon  which  we  must  live,  so  that 
the  city  is  closely  bound  up  with  the  country  in  every  detail.  How 
shall  we  attack  this  side  of  the  problem?  Many  of  our  suburban 
cities  of  five  thousand,  ten  thousand,  and  even  twenty  thousand,  have 
as  yet  no  adequate  public  health  service,  no  good  trained  health 
officer.  Well,  we  are  making  an  interesting  experiment  in  this  line 
in  Massachusetts.  We  have  got  half  a  dozen  of  the  suburban  towns 
near  Boston— -the  small  towns- — to  give  up  having  a  plumber  or  a 
local  politician  for  an  alleged  health  officer,  with  a  pay  perhaps 
of  $50  or  $100  or  $200  a  year,  and  to  combine — to  pool  their  funds 
for  this  purpose — and  to  have  a  central  laboratory  ministering  to 
all  these  towns.  The  telephone  and  the  automobile  have  made  it 
practicable  to  do  this,  so  that  in  the  center  of  this  group  of  towns — 
this  ‘'group  system,”  if  I  may  call  it  such— we  have  a  first-class  lab¬ 
oratory,  with  trained  agents  at  work,  for  the  diagnosis  of  diphtheria 
and  all  the  other  diseases  that  are  usually  diagnosed  in  the  labora¬ 
tories  of  Boards  of  Health.  We  have  also  a  trained  health  officer, 
who  divides  his  time  among  these  towns.  The  milk  inspection  is 
being  carefully  done,  and  the  problem,  while  still  an  experiment  and 
in  the  experimental  stage,  is  apparently  being  worked  out  in  a  very 
useful  and  helpful  way.  You  will  hear  a  good  deal  more  about  it  in 
a  year  or  two.  But  in  the  future,  in  the  very  near  future,  we  are 
going  to  let  go  no  link  in  the  sanitary  chain,  for  the  sanitary  chain, 
like  any  other,  has  only  the  strength  of  its  weakest  link.  We  are 
going  to  look  after  the  country  sanitation  through  district  medical 
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inspectors  of  health.  Massachusetts  is  already  divided  up  into  dis¬ 
tricts,  and  there  are  for  all  of  these  medical  inspectors  of  health, — 
so  that  even  the  most  remote  country  town  may  have  and  does  have 
a  certain  supervision  in  Massachusetts  already. 

Well,  then,  there  is  another  thing  that  is  coming  in  the  near  fu¬ 
ture,  and,  curiously  enough,  this  is  perhaps  the  most  important  of  all, 
although  the  last  to  be  attended  to.  It  is  very  strange  how  men 
began  by  studying  the  stars  and  looking  after  the  most  remote  things, 
but  neglecting  themselves.  It  is  only  just  now,  in  fact,  that  we 
are  beginning  to  take  an  interest  in  the  human  mechanism.  We 
have  been  far  more  interested,  and  our  people  were  years  ago,  in 
watches  and  clocks,  in  machinery  of  one  sort  and  another,  and  all 
kinds  of  mechanisms  other  than  the  human  mechanism;  but  at  last 
man  himself  is  beginning  to  be  looked  at.  Of  course,  the  reason 
for  this  is  obvious.  It  was  supposed  there  was  no  use  in  look¬ 
ing  at  him ;  that  he  was  so  different  from  the  rest  of  nature,  so 
specially  created,  so  singularly  endowed,  that  he  was  not  in  the 
same  class  with  other  machines  or  other  natural  objects.  There¬ 
fore,  of  course,  hands  off.  What  was  to  be,  was  to  be.  It  was 

Kismet  or  fate,  or  something  of  that  sort.  But  to-day  we  are 

beginning  to  look  at  the  human  mechanism,  and  at  last  personal 
hygiene — even  public  hygiene.  What  should  have  been  first,  at 

last,  I  say,  we  are  beginning  to  give  attention  to,  and  personal 

hygiene  is  being  talked  of  and  thought  of.  Diet,  sleep,  baths,  exer¬ 
cise  and  the  taking  of  sour  milk.  Special  dietaries,  all  sorts  of  things, 
some  of  which  are  good  and  some  of  which  are  probably  of  very 
little  use;  but  the  hopeful  sign  is'  that  man  is  at  last  beginning  to 
study  himself.  The  Greeks  said,  to  be  sure,  “Know  thyself” ;  but 
they  did  not  take  any  pains  to  know  themselves.  They  killed  an 
animal  and  sacrificed  it  to  the  Gods  when  trouble  happened,  with 
the  great  exception  of  Hippocrates,  who,  for  the  first  time,  did  look 
at  his  patients,  instead  of  pouring  libations  to  the  Gods.  He  was 
at  the  beginning  of  all  this  modern  idea  that  man  is  a  mechanism, 
the  most  wonderful  and  mysterious  in  the  world,  but  after  all  kindred 
to  other  machines,  and  that  we  can  and  ought  to  do  something  for 
this  mechanism  which  is  so  important  to  us  all.  We  have  barely 
got  any  personal  hygiene  even  yet.  We  have  almost  had  to  take  a 
compound  microscope  to  find  any  in  our  schools. 

Of  course,  this  whole  matter  goes  right  on  to  the  question  of  the 
prolongation  of  life,  to  the  increase  of  longevity.  You  gentlemen  are 
technically  interested  in  that  matter.  You  are  financially  interested; 
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you  are  professionally  interested,  and  rightly.  I  am  very  glad  that 
you  are,  because  you  will  be  ready  to  strike  hands  with  us  who 
are  scientifically  interested,  and  who  are  also,  as  every  man  must 
be,  interested  in  the  sort  of  work  that  you  are  doing.  What  can  we 
do  in  this  direction  ?  Why,  you  know  better  than  I  what  you  can 
do ;  but  anybody  can  see  that  the  wonderful  machinery  that  you 
already  possess,  if  it  be  turned  in  the  right  direction,  can  add  to  the 
length  of  life — can  promote  the  public  health,  can  help  us  to  get 
better  health  officers,  can  educate,  can  organize,  and  can  help  in 
many  lines,  and  we  depend  upon  you  to  do  it.  We  need  your  aid. 
Those  of  us  who  have  been  working  for  years,  even  before  we  could 
get  anybody  to  listen  to  us,  we  need  your  aid  to-day  even  more  than 
we  needed  it  in  the  past.  A  lot  of  preliminary  work  had  to  be  done 
in  the  way  of  popular  education  to  prepare  the  wheat  for  the  harvest, 
but  now  the  harvest  is  just  ahead.  I  am  told  that  there  is  a  move¬ 
ment  afoot,,  about  which  I  am  not  at  liberty  to  speak  publicly _ a 

movement  afoot  to  secure  through  a  central  agency  an  effort  to  pro¬ 
duce  real  life  extension.  Now,  I  like  that  term,  “life  extension,” 
which  means  longevity,  or  the  prolongation  of  life.  Why,  gentle¬ 
men,  we  have  had  university  extension  for  a  long  time,  and  we  have 
had  other  kinds  of  extension.  We  have  had  the  extension  of  a  limb 
which  was  cracked  or  broken,  so  that  the  two  ends  should  grow 
together  right;  but  we  need  life  extension. 

It  is  one  of  the  sad  things  that  so  far  we  have  succeeded  mostly 

I  won’t  say  only,  but  chiefly — -in  saving  life  at  the  lower  end — 
baby  life.  We  have  prolonged  infant  life  and  diminished  infant 
mortality,  but  we  have  been  much  slower  in  securing  any  prolonga¬ 
tion  of  life  above  forty,  and  that  is  where  we  want  the  extension. 
Babies  are  very  useful  things,  as  Franklin  suggested  in  his  famous 
query,  What  s  the  use  of  a  baby  ?”  put  to  somebody  who  wanted  to 
know What  is  the  use  of  pure  science?”  “What  is  the  use  of  a 
baby?”  Well,  from  some  points  of  view  it  isn’t  of  much  use.  Baby 
life  certainly  is  not  of  great  use  as  compared  with  life  at  forty  and 
that  neighborhood,  which  has  been  well  prepared  for  at  great  ex¬ 
pense,  and  which  ought  to  be  efficient,  and  which  we  ought  to  save  and 
prolong  just  as  much  as  we  possibly  can.  I  am  aware,  of  course, 
that  if  we  do  this  as  we  are  to-day  doing  it,  we  are  bringing  upon 
ourselves  another  problem— the  food  problem.  At  the  meeting  of 
the  American  Public  Health  Association,  in  Colorado  Springs  last 
September,  I  had  a  paper  entitled,  “Reappearance  of  the  Ghost  of 
Malthus.”  If  we  save  too  many  lives,  if  we  prolong  life  too  much. 
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we  shall  be  confronting  the  food  proposition;  and  we  are  getting 
very  near  that  problem,  in  my  opinion,  to-day.  We  have  no  food 
to  waste.  We  ought  rather  to  conserve  and  to  increase  the  supply 
of  food ;  but  at  the  same  time  it  is  our  business  as  sanitarians,  and 
yours  as  insurance  men,  to  extend  life,  and  I  shall  welcome  any 
agency  through  which  we  can  do  that,  through  which  your  risks, 
for  example,  can  be  rounded  up  once  a  year  and  examined  to  see 
how  they  are  getting  along,  and  teaching  them  how  to  be  careful 
of  life  and  health. 

How  silly  we  are  in  many  ways,  gentlemen ;  how  absurd !  We 
run  our  automobiles,  or  our  locomotives,  or  our  bicycles  into  re¬ 
pair  shops.  We  look  them  over;  we  clean  them.  We  are  most 
solicitous  in  regard  to  every  little  point  of  their  proper  activity; 
but  when  it  comes  to  our  own  bodies  and  the  bodies  of  our  friends 
and  our  insured  risks,  we  let  them  go  as  if  they  were  of  no  account 
whatever.  We  have  got  to  introduce  into  human  life  the  repair 
shop  and  the  round-house,  and  we  have  got  to  learn  to  take  care 
of  ourselves,  and  to  get  people  to  be  ready  to  go  to  physicians 
regularly  to  be  looked  over,  just  as  a  man  goes  nowadays,  if  he  is 
wise,  to  his  dentist  about  once  in  so  often,  even  if  he  has  not  got  a 
jumping  toothache.  He  goes  to  see  his  dentist  to  find  out  if  any¬ 
thing  needs  doing.  Before  long  he  will  go  likewise  to  see  his 
doctor,  especially  if  he  is  starting  on  a  long  journey,  or  is  doing  a 
big  piece  of  work  which  he  is  afraid  is  too  much  for  him.  This  is 
a  very  interesting  and  important  movement,  as  far  as  I  understand 
it,  which  is  said  to  be  afoot,  and  I  greatly  hope  that  it  may  prove 
to  be  all  that  those  who  believe  in  it  predict  for  it. 

Well,  gentlemen,  I  am  afraid  I  have  overrun  my  time.  I  could 
talk  all  day  on  this  subject,  because  it  is  one  in  which  I  am  deeply 
interested.  The  fact  is  that  the  public  health  movement  to-day  is 
a  modern — a  very  modern  thing — which  has  all  come  up  since 
1880,  since  I  graduated  from  college.  It  is  to-day  in  full  swing, 
although  in  many  instances  swinging  in  foolish  directions — with 
people  unduly  anxious,  faddy,  and  putting  the  emphasis  in  the 
wrong  place.  We  are  like  a  huge  army  working  for  health  and 
longevity;  but  we  have  not  got  many  good  officers,  and  we  do  not 
obey  those  that  we  have.  We  are  like  a  mob,  sweeping  across  the 
country,  and  looking  for  public  health  and  for  private  health.  Obvi¬ 
ously,  the  first  thing  that  is  going  to  happen  to-morrow  is  better 
education,  so  that  we  shall  know  what  we  want  and  where  to  put 
the  emphasis ;  and  then  better  organization,  with  the  employment  of 
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trained  officials,  who  shall  give  their  whole  time  to  this  service, 
wherever  the  fee,  the  salary,  or  whatever  it  may  be,  is  adequate  for 
their  support. 

1 

We  are  fortunate  in  our  National  Board  of  Health,  our  United 
States  Public  Health  Service ;  very  fortunate.  We  are  fortunate  in  a 
few  of  our  State  Boards  of  Health,  and  if  all  the  State  Boards  of 
Health  were  as  good  as  some  are  (and  it  does  not  seem  too  much 
to  ask  that  they  should  be),  then  we  should  be,  indeed,  happy.  Our 
city  and  suburban  and  rural  Boards  of  Health,  however,  are  for  the 
most  part  in  very  poor  shape,  and  our  health  officers,  as  a  rule,  are 
incompetent  from  any  high  point  of  view — incompetent  and  inexpert. 
Some  of  them,  by  native  ability  or  by  accidental  training,  are  most 
excellent,  but  the  great  majority  are  not  up  to  their  jobs. 

Now  you  gentlemen,  through  the  manifold  agencies  that  you 
possess,  can  bring  tremendous  pressure  in  the  right  direction.  You 
are  doing  so  already.  Some  of  your  companies  are  publishing  liter¬ 
ature  which  I  am  very  glad  to  supply  to  my  students.  It  is  inter- 
psting,  timely  and  well  done.  You  want  to  do  more  of  that  work; 
out  yet  you  do  not  want  to  overdo  it.  We  are  flooded  nowadays  with 
campaign  literature,  with  masses  of  literature  which  seeks  out  re- 
orms.  The  farmer  is  said  to  be  so  flooded  with  agricultural  bul- 
etins  that  he  now  uses  them,  not  to  read,  but  to  kindle  the  fire.  A 
rood  many  of  us,  when  we  examine  our  waste  baskets,  or  if  we 
hould  examine  them — for  after  all,  our  best  friend  is  the  waste 
•asket — find  in  it  a  vast  heap  of  campaign  literature-political,  insur- 
nce,  sanitary,  I  know  not  what.  I  say  let  us  not  overdo  it.  Let  us 
lave  merely  a  few  good,  strong,  telling  things,  and,  above  all,  let  us 
ot  work  through  the  printed  page,  of  which  people  are  getting  fear- 
ully  tired  in  these  days,  so  much  so  that  I  sometimes  think  the  inven- 
ion  of  printing  was  a  curse,  rather  than  a  blessing,  to  the  human 
ace.  I  say  let  us  exert,  instead  of  this  printed  influence— although 
sing  that  measurably,  of  course — a  personal  influence.  If  you 
entlemen,  for  example,  should  go  to  the  Governor  of  your  State 
nd  say,  “Now,  Governor,  we  want  a  better  State  Board  of  Health. 
Yu  have  got  a  few  men  in  this  State  who  are  up  to  the  job,  but 
iey  are  modest  fellows ;  they  are  not  looking  for  the  job.  Seek 
iem  out ;  let  us  have  them.”  The  Governor  will  probably  say,  “Who 
re  they  ?”  It  is  then  your  business  to  know  who  they  are  and  see 
iat  they  are  put  in  office.  Or  in  your  cities,  in  the  same  way;  and 

you  hear  that  an  incompetent  man  is  going  to  be  put  on  the  Board 
f  Health,  write  a  protest  on  your  professional  paper.  It  will  have 
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weight,  because  it  will  counterbalance  some  of  the  other  letters. 
And  then  when  it  comes  to  the  colleges  and  schools,  let  us  make  them 
do  their  duty.  You  cannot  teach  everything  in  the  public  school. 
The  public  school  is  overloaded  ;  but  in  the  colleges  and  medical 
schools  and  professional  schools  of  every  grade  you  can  interest  the 
teachers  and  the  students.  Training  in  public  health  is  quite  as 
important  as  in  the  law,  or  medicine,  or  as  theological  training,  or 
any  other  training — engineering,  or  what  not — because  of  what  use 
is  it,  after  all,  for  a  man  to  educate  himself  and  get  ready  for  life 
if,  when  he  is  thirty  or  forty,  he  is  going  to  break  down  and  go  to 
pieces  ? 

Of  course,  as  to  your  professional  and  personal  interest  in  this 
sort  of  thing,  I  do  not  need  to  say  anything.  That  is  too  obvious; 
but  the  interest  of  the  public  is  yours  also,  to  conserve  the  welfare 
of  the  family  through  the  saving  of  those  lives  about  forty  that  are 
providing  for  the  family.  That  is  something  in  which  we  are  all 
deeply  interested,  whether  we  are  insurance  men  or  not;  and  I 
implore  you  gentlemen  to  join  hands  with  us  teachers  in  this  great 
movement,  and  especially  along  the  lines  I  have  indicated.  I  believe 
you  can  do  great  good.  I  esteem  it  a  privilege  to  have  had  the  op¬ 
portunity  to  say  so  much  here  to-day.  (Applause.) 

The  Chairman:  One  of  the  important  committees  of  our  Asso¬ 
ciation  has  for  some  years  been  dealing  with  this  general  health 
question.  I  am  now  going  to  to  call  on  the  Chairman,  Mr.  Jenkins, 
the  President  of  the  Security  Mutual  Life  Insurance  Company,  for 
his  report. 
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Mr.  Jenkins  thereupon  presented  the  report  of  the  Health  Com¬ 
mittee,  as  follows : 

To  the  Association  of  Life  Insurance  Presidents — 

Your  Health  Committee  in  its  report  at  the  annual  meeting  of  th< 
Association,  held  in  December,  1912,  made  the  statement  that  th< 
most  valuable  asset  of  a  man,  a  family  or  a  community,  is  goo< 
health  ;  that  diseases  which  a  few  years  ago  constituted  well  grounds 
cause  for  alarm  have  been  brought  under  subjection  by  medica 
science ;  that  such  scientific  knowledge  cannot  be  advantageous! 
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made  use  of  without  reliable  vital  statistics.  To  that  end  your  Com¬ 
mittee  recommended  that  this  Association  render  all  the  assistance 
within  its  power  to  secure  the  passage  and  enforcement  of  proper 
and  necessary  laws  for  the  registration,  preservation  and  compilation 
of  vital  statistics,  in  those  states  not  included  within  the  recognized 
registration  area. 

In  pursuance  of  such  recommendation,  this  Association,  early  in 
the  year,  prepared  and  published  a  pamphlet  entitled  “Birth  and 
Death  Bookkeeping.”  This  little  booklet  was  prepared  under  the 
direction  of  the  staff  officers  of  our  Association,  and  your  Committee 
desires  to  take  this  opportunity  to  commend  both  the  subject  matter, 
and  the  exceedingly  attractive  way  in  which  it  is  presented. 

One  year  ago  only  twenty-two  States  were  included  in  the  regis- 
xation  area  recognized  by  the  Federal  Government.  A  number  of 
he  States  had  adopted  the  Model  Law,  although  they  had  not  yet 
aeen  admitted  to  the  registration  area.  Three  States  had  no  vital 
statistics  laws. 

The  following  is  a  brief  summary  of  the  most  important  vital 
tatistics  legislation  of  the  present  year : 

Bills  Introduced  but  not  Passed 

Georgia:  Model  bill  was  introduced  and  passed  first  and 
second  reading  in  the  House,  failing  on  account 
of  the  short  session  of  the  Legislature.  It  is  be¬ 
lieved  that  an  acceptable  bill  will  be  passed  next 

year. 

Illinois :  Two  bills — the  Model  Bill  and  a  Committee 

Bill — were  introduced,  but  as  hereinafter  stated, 
neither  one  became  a  law. 

The.  Model  Bill  was  introduced  in  the  Iowa 
Legislature  with  indorsement  of  the  State  Board 
of  Health,  but  was  not  passed. 

Carolina :  A  bill  was  introduced  providing  for  the 
county  system,  but  failed  of  passage.  It  is  be¬ 
lieved  that  the  Model  Bill  will  be  introduced  at 
the  next  session  of  the  Legislature. 

Amendments  to  Model  Law 

Kansas :  Passed  amendments  to  Model  Law  providing  for 

a.  sufficient  number  of  local  registrars  in  rural 
districts. 


Iowa : 


South 
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Michigan :  A  slight  change  was  made  in  the  method  or  con¬ 
dition  of  payment  of  physicians  and  midwives 
for  reporting  births. 

Minnesota:  The  law  was  recast  to  conform  more  to  the 
Model  Law  in  regard  to  responsibility  of  local 
registrars,  the  result  being  a  satisfactory  law. 

Ohio:  The  Model  Law  was  amended  so  as  to  overcome 

the  difficulty  of  birth  registration  resulting  from 
Supreme  Court  decision. 

Washington :  The  only  change  was  an  amendment  provid¬ 
ing  for  a  sufficient  number  of  local  registrars 
in  rural  districts. 

Passage  of  Model  Law,  or  a  Lazv  under  which  Necessary  Rules  and 
Regulations  for  Registration  may  be  Adopted 

Arkansas :  Condensed  law  providing  for  the  registration  of 
births  and  deaths,  by  means  of  rules  and  regu¬ 
lations  in  conformity  with  the  Model  Law. 

New  York:  The  Model  Bill  was  substituted  for  the  law 
formerly  in  effect,  with  necessary  adaptation  to 
the  legislative  code  of  the  State. 

Ncrth  Carolina:  In  North  Carolina,  which  has  been  regis¬ 
tering  only  in  municipalities  of  500  population, 
and  over,  the  Model  Law  providing  for  regisj 
tration  of  births  and  deaths  was  passed,  al¬ 
though  an  eleventh  hour  amendment  eliminating 
the  requirement  for  burial  permits  except  in  mu¬ 
nicipalities  of  500  population  and  over,  impairs 
the  efficiency  of  the  Statute. 

Tennessee:  The  Model  Law  was  passed  practically  in  its 
entire  form,  only  slight  adjustments  being  made 
to  conform  to  certain  State  requirements. 

By  referring  to  the  map  in  colors  printed  on  the  last  page  of  the 
cover  of  this  Committee’s  report  made  at  the  last  annual  meeting, 
and  to  the  report  herein  contained  on  legislation  in  1913,  it  will  be 
seen  that  one-third  of  those  States  in  the  lowest  classification  of  1912 
now  have  good  laws,  leaving  four  States  only  in  this  classification  to¬ 
ward  which  the  special  efforts  of  this  Association  and  all  other  asso¬ 
ciations,  societies  and  individuals  believing  in  and  striving  for  good 
government,  and  the  good  of  the  governed,  should  be  concentrated 
There  are  still,  however,  a  large  number  of  States  outside  of  the  so- 
called  registration  area.  The  mere  enacting  of  a  law  does  not  brin£ 
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a  State  within  the  registration  area  as  recognized  by  the  United 
States  Census  Bureau.  To  bring  a  State  within  such  area  the  Census 
Bureau  must  be  convinced  that  at  least  90%  of  the  deaths  are  cor¬ 
rectly  reported  and  recorded. 

In  speaking  of  the  registration  of  deaths  on  the  standard  certificate 
of  death,  approved  by  the  United  States  Government,  it  should  be 
remembered  that  much  information  is  required  and  furnished  outside 
of  the  mere  fact  and  date  of  death ;  this  additional  information  is  of 
great  interest  to  the  community  generally,  and  of  special  importance 
to  all  life  insurance  companies. 

The  enactment  of  good  legislation  in  every  State  cannot  be  ex¬ 
pected  without  repeated  efforts. 

In  some  instances  the  failure  of  desirable  legislation  has  been 
caused  by  local  factional  feeling,  or  a  contest  as  to  who  should  have 
the  appointment  of  the  necessary  registration  officers ;  or  the  amount 
of  the  fees  which  they  should  be  paid ;  without  any  real  opposition  to 
the  general  merits  of  the  proposed  law. 

More  significant  than  the  passage  of  new  laws,  has  been  the  ad¬ 
vance  made  in  improving  and  extending  laws  already  upon  the  statute 
books.  Perhaps  the  most  noticeable  example  is  that  of  North  Caro¬ 
lina,  which  this  year  extended  registration  throughout  the  entire 
State.  This  is  significant,  because  the  history  of  this  State  shows 
:he  result  of  practical  efforts  toward  securing  adequate  statistics. 
The  first  law  in  North  Carolina  was  passed  in  the  year  1909,  and  pro¬ 
dded  for  registration  in  cities  of  1,000  population  and  over.  There 
‘egistration  was  a  simple  matter  through  the  health  organizations 
dreadv  in  existence.  Next,  registration  was  extended  to  municipali- 
ies  having  a  population  of  from  500  to  1,000.  In  the  passage  of 
)0th  of  these  bills  there  was  no  opposition  from  those  portions  of  the 
State  not  afifected.  Finally  this  year,  as  above  stated,  a  bill  was  in- 
roduced  making  registration  state-wide,  and  as  there  was  no  criticism 
)r  opposition  coming  from  the  portions  of  the  State  where  registra- 
ion  had  already  been  secured  and  made  effective,  the  actual  opposi- 
ion  was  reduced  to  a  minimum.  Furthermore,  there  can  be  no 
loubt  but  that  the  extension  of  the  law  was  made  easier  by  reason 

}f  success  in  those  places  where  it  had  been  established 

■lready. 

There  was,  however,  one  disappointing  occurrence  in  connection 
vith  the  North  Carolina  legislation  this  year  which  spells  a  warning 
or  the  future.  At  the  last  moment  an  amendment  was  made  on  the 
loor  of  the  Legislature,  doing  away  with  the  requirement  of  the 
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Model  Law  for  burial  permits,  ^except  in  municipalities  of  500  popu¬ 
lation  and  over.  The  friends  of  the  bill  opposed  the  amendment 
but  it  was  carried  by  the  close  vote  of  50  to  46.  Therefore,  this  new 
law  does  not  extend  throughout  the  State  the  very  important  require¬ 
ment  of  the  Model  Law  for  burial  permits.  It  does,  however,  pro¬ 
vide  for  the  general  organization  of  the  work,  appointment  of  local 
registrars  and  the  registration  of  births.  The  ever-present  possibility 
of  reducing  the  efficiency  of  such  legislation  by  such  eleventh-hour 
amendments  should  lead  the  friends  of  adequate  vital  statistics  regis¬ 
tration  laws  to  be  on  their  guard  every  moment  until  the  measures 
are  actually  enacted.  With  the  best  of  intentions  such  amendments 
may  be  very  harmful  and  defeat  the  purposes  of  the  proposed  legis¬ 
lation. 

Another  interesting  fact  in  connection  with  the  vital  statistics  law 
was  the  passage  the  present  year  of  the  new  Health  Law  in  New 
York  State.  New  York  had  been  recognized  as  a  registration  State 
since  1890;  it  was  one  of  the  leaders  in  the  attempt  to  secure  proper 
registration  of  both  births  and  deaths.  The  opportunity  to  put  the 
uniform  law  in  New  York  came  this  year  with  the  adoption  of  a  new 
Health  Code,  and  almost  as  a  matter  of  course  such  a  law  was  made 
part  of  that  code.  The  new  code  becomes  effective  January  1,  1914. 
We  wish  to  emphasize  the  fact  that  although  New  York  had  what 
was  recognized  generally  as  an  excellent  registration  system,  it 
adopted  the  present  year  the  Model  Law  in  the  interest  of  greater 
uniformity.  Progress  by  the  way  of  improvement  and  extending 
registration  legislation  is  emphasized  also  by  the  amendments  to  for¬ 
mer  laws  which  have  been  adopted  during  the  past  year,  as  noted 
above.  We  are  very  hopeful  that  the  Model  Law  will  be  adopted  by 
the  legislatures  in  at  least  three  of  the  four  States  where  defeat  was 
the  result  this  year.  Bismarck  once  said : 

“Reforms  are  the  fruits  of  painstaking  labor  and  mutual  compro¬ 
mise,  and  of  advancing  step  by  step ;  they  do  not  spring  like  Minerva 
full  grown  from  the  head  of  Jupiter.” 

Our  reference  to  the  very  encouraging  progress  made  the  present 
year  by  way  of  new  legislation,  as  well  as  amendments  to  old  laws, 
should  not  be  understood  as  a  recitation  of  the  things  which  this  As¬ 
sociation  claims  to  have  accomplished  by  itself ;  but  rather  a  record 
of  the  progress  that  has  been  made  through  the  combined  efforts  of 
all  organizations  interested,  and  particularly  the  Bureau  of  Census 
and  the  American  Medical  Association.  We  believe,  however,  that  it 
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will  be  recognized  generally  that  in  several  instances  this  Associa¬ 
tion,  as  well  as  the  member  companies  composing  it,  was  able  to  ren¬ 
der  substantial  assistance. 

Thousands  of  this  Association’s  pamphlet  on  “Birth  and  Death 
Bookkeeping”  as  well  as  the  report  of  your  last  year’s  Health  Com¬ 
mittee,  entitled  “Need  for  Better  Vital  Statistics,”  were  distributed 
widely  through  those  States  in  which  efforts  were  being  made  for 
better  laws.  Large  quantities  also  of  such  literature  were  forwarded 
by  the  Association  to  different  persons  and  organizations  in  those 
States,  for  their  own  distribution.  Willing  testimony  as  to  the  ef¬ 
fectiveness  of  our  efforts  was  received  from  many  quarters.  Dr.  W. 
S.  Rankin,  Secretary  of  the  State  Board  of  Health  of  North  Caro¬ 
lina,  in  writing  to  the  president  of  one  of  our  member  companies, 
after  the  successful  passage  of  their  Model  Law,  made  use  of  the 
following  language: 

“I  fed  very  deeply  grateful  to  the  Association  of  Life  Insurance 
Presidents,  particularly  your  own  Company,  and  yourself,  for  your 
cordial  and  telling  co-operation  in  securing  this  much  needed  legisla¬ 
tion.”  j 

As  was  suggested  in  the  report  of  a  year  ago,  through  our  agents 
and  medical  examiners,  in  not  only  every  county,  but  in  every  town 
of  any  size,  much  work  of  this  kind  can  be  accomplished,  and  at  a 
minimum  expense. 

Since  the  year  1909,  when  this  Association  first  took  an  active  in¬ 
terest  in  health  conservation,  and  prolongation  of  human  life,  it  has 
distributed  nearly  200,000  pamphlets  bearing  on  the  different  phases 
of  those  subjects.  Included  in  the  above  were  some  30,000  copies  of 
“Birth  and  Death  Bookkeeping”  and  29,000  copies  of  “Need  for 
Better  Vital  Statistics.”  We  are  informed  that  requests  are  coming 
in  still  for  both  of  these  publications.  Recently  the  Secretary  of  the 
State  Board  of  Health  of  one  of  the  non-registration  States  wrote 
Mr.  Cox,  our  General  Counsel  and  Manager,  as  follows: 

“We  are  endeavoring  to  interest  the  General  Assembly  in  the  pas¬ 
sage  of  a  bill  on  birth  registration,  and  I  am  getting  up  arguments  for 
a  law  for  registration  of  births  and  deaths.  Please  send  me  the  fol¬ 
lowing  monographs— -‘Birth  and  Death  Bookkeeping,’  ‘Need  for  Bet¬ 
ter  Vital  Statistics’  and  ‘The  Influence  of  Vital  Statistics  on  Lon¬ 
gevity.’  ” 

The  following  is  a  list  of  the  various  publications  and  pamphlets 
which  this  Association  has  published  on  health,  sanitation  and  vital 
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statistics — -the  authors  of  some  of  these  monographs  are  among  the 
best  known  experts  in  the  country. 

Economic  Aspect  of  Lengthening  Human  Life. 

A  Suggestion  Concerning  the  Increased  Longevity  of  Life 
Insurance  Policyholders. 

Proceedings  of  the  Third  Annual  Meeting,  containing  four 
different  addresses  on  health  subjects. 

Work  of  the  Federal  Government  in  the  Matter  of  Health 
Conservation. 

The  Organization  of  a  Public  Health  Militia  in  the  Cause  of 
Preventive  Medicine. 

Latent  Powers  of  Life  Insurance  Companies  for  the  Detec¬ 
tion  and  Prevention  of  Diseases. 

Movement  to  Lengthen  Life. 

Lengthening  Human  Life  as  a  Business  Proposition. 
Proceedings  of  the  Fourth  Annual  Meeting,  containing  four 
addresses  on  health  subjects. 

Report  of  Health  Committee. 

Work  of  the  Census  Bureau  in  Vital  Statistics. 

Fight  against  Preventable  Disease. 

Modern  Sanitation. 

The  Undeveloped  Field  in  the  Life  Insurance  Business. 

Health  Conservation  of  Policyholders. 

Proceedings  of  the  Fifth  Annual  Meeting,  containing  two 
addresses  on  health  subjects. 

Social  Engineer  in  Field  of  Public  Health. 

Gospel  of  Health  on  Wheels. 

Conservation  of  Human  Life. 

Need  for  Better  Vital  Statistics. 

The  Influence  of  Vital  Statistics  on  Longevity. 

The  Effect  of  Safe  Water  Supplies  on  the  Typhoid  Fever 
Rate. 

Proceedings  of  the  Sixth  Annual  Meeting,  containing  three 
addresses  on  health  subjects. 

Birth  and  Death  Bookkeeping. 

Copies  of  these  publications  and  pamphlets,  until  the  issues  are 
exhausted,  are  furnished  on  request  to  any  person  or  association  in¬ 
terested  in  them.  In  addition  to  the  very  wide  publicity  which  has 
been  given  by  the  distribution  of  these  publications  themselves,  much 
assistance  has  been  rendered  by  the  trade  journals  and  the  daily 
press  generously  quoting  from  or  publishing  the  papers  read  at  our 
annual  meetings. 

In  Illinois,  where  legislation  was  much  needed  to  bring  that  State 
within  the  recognized  registration  area,  we  believe  that  the  failure 
was  caused,  first,  by  a  misunderstanding  as  to  the  merits  of  two 
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separate  bills  on  that  subject;  and,  secondly,  by  the  unfortunate  dead¬ 
lock  in  that  State  over  the  election  of  a  United  States  Senator.  Both 
the  Association,  as  such,  and  our  several  member  companies,  took 
a  deep  inteiest  in  the  Illinois  situation,  and  did  much  work  to  secure 
the  adoption  of  the  Model  Law.  The  bill  passed  in  the  Senate  by  the 
large  vote  of  37  to  4,  but  was  defeated  in  the  House.  We  believe 
that  the  large  amount  of  educational  work  done  during  the  past  year 
wiU.be  helpful  toward  the  passage  of  the  Model  Law  at  the  next 
session  of  the  Legislature,  which  will  be  in  1915. 

In  Georgia,  one  of  the  reasons  why  the  Model  Law  failed  of  pas¬ 
sage  was  a  somewhat  sharp  conflict  between  certain  local  people, 
which  did  not  in  any  way  concern  the  merits  of  the  measure. 

One  of  the  questions  which  is  sometimes  raised  in  opposition  to 
the  adoption  of  the  Model  Law,  is  the  fee  to  be  paid  registrars, 
l  our  Committee  feels  that  where  such  a  question  is  likely  to  prove 
troublesome,  that  it  would  be  wise  to  secure  the  passage  of  the  law, 
otherwise  adequate,  and  rely  on  the  assistance  of  the  registrars, 
after  they  are  appointed,  to  secure  adequate  compensation  for  their 
work.  .  Another  difficulty  sometimes  experienced,  is  the  lack  of  co¬ 
operation,  or  perhaps  it  should  more  properly  be  described  as  an¬ 
tagonism,  existing  between  different  schools  of  medicine.  This  feel¬ 
ing  however,  is,  we  believe,  not  nearly  so  pronounced  as  formerly. 

As  an  indication  of  the  wide-spread  interest  in  the  activities  of 
this  Association,  and  the  success  of  its  publications,  we  could  quote 
from  many  letters  received  since  our  last  meeting. 

A  well-known  physician  in  the  West  writes :  * 


WninL  ,  GV  Wlth  tbs  ParnPhlet  (‘Birth  and  Death  Book- 

fhe  MfA  nnL?,-k  ’f  y°.U  “r6  t?-Sfnd  me  a  dozen  c°Pies  t0  hand  to 
the  M.D.s  of  this  county,  of  which  I  have  the  honor  to  be  County 

Superintendent  of  Health.  I  find  a  number  of  my  medical  friends 

are  careless  in  reporting  these  statistics  to  my  office,  and  I  am  sure 

a  perusal  of  this  pamphlet  will  put  them  thinking  ” 


Again  he  writes: 


tHWpri  Pan61  °r  Birth  ami  Death  Bookkeeping’  at  hand  and  dis- 

f°-r fai?e*  1  could  use  two  dozen  more  should  you 

w  v!;SPi°l>d  1°  -Ur>nish  tPem*  *  *  *  A  few  copies  of  ‘Need  for  Bet¬ 
ter  Vital  Statistics  would  be  thankfully  received  and  distributed.” 


Copies  of  “Birth  and  Death  Bookkeeping”  were  also  requested 
by  the  National  Insurance  Commission  of  Dublin,  Ireland. 

The  State  Board  of  Health  of  Delaware  writes : 
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“Would  you  kindly  let  us  know  what  you  would  charge  us  for  one 
thousand  copies  of  your  ‘Birth  and  Death  Bookkeeping’  ? 

“We  wish  to  dispose  of  them  throughout  the  State  of  Delaware, 
one  to  each  physician,  one  to  each  member  of  the  Boards  of  Health 
of  the  towns  of  the  State,  one  to  each  undertaker,  one  to  each  mu¬ 
nicipal  officer  of  the  State,  one  to  each  principal  of  the  schools,  and 
such  other  individuals  as  we  might  believe  to  be  interested  in  such 
matters.” 

A  well-known  sanitary  expert  and  educator  recently  wrote  re¬ 
questing  a  sufficient  number  of  “Need  for  Better  Vital  Statistics”  to 
supply  each  member  of  his  class  in  Medicine,  in  a  State  University, 
saying : 

0 

“This  seems  to  be  a  rather  large  order,  at  the  same  time  I  am  well 
acquainted  with  this  pamphlet,  and  it  is  peculiarly  appropriate  to  my 
class  of  students,  etc. 

“I  think  the  use  of  some  of  these  publications  in  connection  with 
these  teaching  purposes  would  be  not  without  its  advantages  to  the 
Association  of  Life  Insurance  Presidents,  since  it  does  bring  the  mat¬ 
ter  to  the  attention  of  medical  students  in  such  a  way  as  to  strengthen 
their  understanding  of  the  problems  with  which  insurance  com¬ 
panies  deal,  etc.” 

Our  General  Counsel  and  Manager  is  now  in  correspondence  with 
the  Iowa  Federation  of  Women’s  Clubs,  with  reference  to  the  pas¬ 
sage  of  the  Model  Law  in  that  State  at  the  next  session  of  the 
Legislature,  Florence  Brown  Sherbon,  M.D.,  chairman  of  the  Com¬ 
mittee  on  Hygiene,  under  recent  date  having  requested  some  of  our 
publications  for  use  during  the  approaching  campaign.  This  cor¬ 
respondence  from  Iowa  is  interesting,  not  only  in  that  it  will  enable 
us,  we  trust,  to  be  of  some  assistance,  but  also  because  it  goes  to 
prove  what  this  Association  has  always  believed,  namely,  that 
women’s  clubs,  if  they  will,  can  play  a  very  important  part  in  secur¬ 
ing  desirable  legislation.  We  shall  watch  with  interest  the  approach¬ 
ing  contest  in  Iowa,  where  failure  was  met  at  the  last  session.  A 
little  later  our  several  companies  will  be  requested  to  co-operate  and 
assist,  so  far  as  possible,  through  their  medical  examiners  and 
agents  in  that  State. 

We  again  wish  to  emphasize  the  fact  that  it  is  our  duty,  as  we 
conceive  it,  to  work  in  connection  with  and  supplemental  to  local 
organizations  and  societies,  rather  than  to  appear  as  the  leader  in 
all  such  movements.  We  believe  that  this  conception  of  our  duty 
will  enable  us  to  accomplish  more  work,  and  cause  less  friction, 
both  of  which  are  desirable. 
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Your  Committee  feels  that  it  is  not  within  its  province  to  make 
any  suggestions  as  to  how  our  several  companies  shall  conduct  their 
own  individual  business ;  at  the  same  time  it  is  a  pleasure  for  your 
Committee  to  heartily  commend  the  splendid  health  work  which  the 
companies  aie  doing  in  different  ways.  Some  of  our  largest  com¬ 
panies  are  spending  great  sums  of  money  each  year  for  the  benefit 
of  their  policyholders,  and  the  community  generally.  We  believe 
that  all  of  our  companies  are  co-operating  along  the  same  line,  to 
the  extent  at  least  of  special  publications,  or  special  departments  in 
their  regular  publications. 

Dr.  Eugene  H.  Porter,  Commissioner  of  Health  of  this  State, 
in  an  address  delivered  in  Utica  at  the  recent  annual  conference  of 
the  Sanitary  Officers  of  the  State  of  New  York,  said  that  in  his 
judgment  the  time  will  come  when  the  State,  as  such,  will  be  called 
upon  to  protect  its  inhabitants  against  preventable  disease,  the  same 
as  it  is  required  to  protect  them  against  any  other  invasion  of  their 
rights ,  that  every  local  board  of  health  should  keep  books  showing 
the  state  of  health  of  the  people  within  its  jurisdiction;  that  every 
community  should  be  able  to  tell  at  all  times  from  the  records  of 
its  health  department,  not  only  the  exact  state  of  health  of  the  com¬ 
munity,  but  also  how  the  present  conditions  compare  with  those  of 
any  other  period,  as  well  as  to  accurately  compare  local  conditions 
with  those  in  other  communities  in  any  part  of  the  State.  Dr.  Porter 
said  that  to  make  this  possible,  and  to  bring  local  sanitary  condi¬ 
tions  to  a  satisfactory  state,  it  was  necessary  to  educate,  educate,  and 
again  educate  the  people. 

Dr.  John  Hunter,  former  State  Health  Officer  for  the  State  of 
Mississippi,  once  said  that  a  death  from  a  preventable  disease,  was 
a  State-wide  crime. 

A  well-known  authority  has  recently  suggested  that  it  is  an  op¬ 
portune  time  for.  the  Health  Committee  of  the  Association  to  in¬ 
terest  itself  in  another  phase  of  vital  statistics,  namely,  the  regis¬ 
tration  of  the  communicable  diseases.  No  state  has  at  the  present 
time  adequate  legislation  or  machinery  for  collecting  of  data  with 
reference  to  the  causes  of  the  large  number  of  our  preventable 
deaths.  The  model  bill  for  reporting  morbidity  adopted  by  the  Con¬ 
ference  of  the  State  Health  Officers  with  the  Surgeon  General  in 
Minneapolis  in  June,  1913*  should  receive  the  attention  of  the 
Health  Committee,  and  its  adoption  urged  at  least  in  one  State  to 
try  out  its  provisions.  The  Association  expects  to  give  this  subject 
careful  consideration  at  an  early  date. 
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At  this  present  meeting  of  our  Association,  papers  have  been  read 
by  Dr.  Rupert  Blue,  Surgeon-General  of  the  United  States  Public 
Health  Service,  on  “The  Needed  Reforms  in  Sanitary  Administra¬ 
tion, by  Dr.  Victor  C.  Vaughan,  Dean,  Department  of  Medicine  and 
Surgery,  University  of  Michigan,  Ann  Arbor,  Mich.,  and  President 
of  the  American  Medical  Association,  on  “The  Doctor’s  Dream,” 
and  by  Prof.  William  T.  Sedgwick,  of  the  Massachusetts  Institute 
of  Technology,  on  “The  Public  Health  Movement — To-day  and 
To-morrow.” 

We  recommend  the  publication  of  these  papers  in  pamphlet  form, 
that  they  may  be  used  in  connection  with  this  Association’s  work 
for  the  conservation  of  human  life. 

We  also  renew  our  recommendation  of  a  year  ago,  that  the  Asso¬ 
ciation  give  such  assistance  as  lies  within  its  power  to  the  passage 
and  enforcement  of  proper  and  necessary  laws  for  the  registration, 
preservation  and  compilation  of  vital  statistics,  and  that  a  reasonable 
sum  of  money  be  expended  for  such  purposes. 

F.  W.  Jenkins,  Chairman , 

President,  Security  Mutual  Life  Insurance 
Company,  Binghamton,  N.  Y. 

J.  R.  Clark, 

President,  Union  Central  Life  Insurance 

Company,  Cincinnati,  Ohio. 

W.  F.  Dix, 

Secretary,  The  Mutual  Life  Insurance 

Company,  New  York  City. 

J.  L.  English, 

Vice-President,  iEtna  Life  Insurance 

Company,  Hartford,  Conn. 

John  K.  Gore, 

Vice-President  and  Actuary,  The  Pru¬ 
dential  Insurance  Co.,  Newark,  N.  J. 

Dr.  A.  S.  Knight, 

Medical  Director,  Metropolitan  Life 

Insurance  Company,  New  York  City. 

Edgar  S.  Scott, 

President,  Franklin  Life  Insurance 

Company,  Springfield,  Ill. 


Dated  December  12,  1913. 
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The  Chairman  :  Next  in  order  is  the  general  discussion,  and 
this,  of  course,  is  informal.  We  trust  we  will  have  a  perfectly  free 
and  frank  exchange  of  opinions,  but  I  do  wish  to  call  the  attention  of 
the  gentlemen  here  to  the  fact  that  all  you  have  to  do  is  to  look 
about  you  to  be  convinced  that  this  room  is  full  of  talent,  and  it  is 
selfish  to  occupy  too  much  time.  While  the  statement  is  made  on  the 
printed  programme  that  there  is  a  ten-minute  limit,  which  certainly 
the  Chairman  will  enforce,  shorter  speeches  would  be  greatly  ap¬ 
preciated  if  they  carry  all  that  is  necessary  to  be  said.  I  do  not 
wish  any  one  to  feel,  when  we  adjourn  for  our  noon-day  recess, 
that  he  has  been  crowded  out  because  the  speeches  have  been  too 
long.  The  matter  is  now  in  your  hands. 

We  have  before  us,  gentlemen,  the  subjects  which  were  discussed 
yesterday— -“Policy  Loans,”  “Group  Insurance,”  “Business  Insur¬ 
ance,”  “Disability  Benefits  Under  the  Policy,”  and  “Conservation  of 
Policy  Proceeds/’ 
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W.  J.  Fischer,  General  Agent,  at  St.  Louis,  Mo.,  for  the  North¬ 
western  Mutual  Life  Insurance  Company:  Speaking  on  the  subject 
of  “Policy  Loans/’  I  should  like  to  endorse,  first,  what  Mr.  Childs 
said  yesterday  with  reference  to  the  educational  processes  necessary, 
which  will  have  to  center  largely  in  the  agency  forces  of  the  various 
companies. 

Permit  me  to  preface  these  remarks  with  the  statement  that  I 
speak  as  an  individual,  and  not  on  behalf  of  the  company  I  have  the 
honor  to  represent  in  Missouri. 

Policy  loans  have  apparently  come  to  stay.  Only  a  casual  reflec¬ 
tion  upon  the  vicissitudes  of  life  affecting  policyholders  will  show 
the  reasons  why  they  will  always  be  with  us.  Ninety  per  cent,  of 
the  men  who  have  been  engaged  in  active  business  fail  to  reach  old 
age  with  a  competency.  We  find  collateral  evidence  supporting  these 
oft-quoted  statistics  in  the  fact  that  90  per  cent,  of  the  children  who 
erner  school  at  age  six  are  found  in  gainful  occupations  before  they 
have  completed  the  eighth  grade. 

Whatever  the  cause— moral,  social  or  economic— producing  the 
above  results,  money  previously  saved  in  life  insurance  policies 
should  be  available  as  a  loan  to  meet  dire  emergencies  when  they 
arise.  If  the  loan  privilege  was  not  available,  inevitably  most  of 
these  policies  would  be  surrendered  for  cash  when  the  crisis  comes. 
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It  is  my  opinion  that  the  loan  privilege  lengthens  the  life  of  policies. 

However,  this  by-product  of  life  insurance,  important  as  it  is, 
must  not  be  granted  in  such  form  as  to  endanger  the  whole  struc¬ 
ture,  the  primary  function  of  which  is  to  pay  death  losses,  matured 
endowments,  and,  more  recently,  to  pay  the  proceeds  of  policies  in 
the  form  of  incomes  through  several  generations.  For  this  reason 
I  am  irrevocably  opposed  to  the  demand  loan  clause  and  heartily 
approve  the  action  of  the  Insurance  Commissioners  in  declaring  the 
demand  loan  clause  unsafe  for  life  insurance  companies. 

When  the  “demand  loan  clause”  joins  the  “incontestible  from  date 
clause”  on  the  scrap-heap  of  useless  and  dangerous  selling  features, 
life  insurance  men  will  wonder  in  increasing  degree  how  this  na¬ 
tional  banking  obligation  ever  got  into  life  insurance  policy  contracts. 

Life  insurance  trustees,  officials  and  agents  in  the  field  should 
assist  the  Insurance  Commissioners  of  the  country  in  pushing  the 
protective  loan  clause  to  speedy  universal  adoption,  for  the  following 
reasons : 

First :  Because  the  demand  clause  is  unsafe. 

Second  :  Because  it  is  unprofitable. 

Third :  Because  it  would  impair  the  sacredness  of  contracts. 

Fourth  :  Because  it  is  useless  as  a  selling  feature. 

Four  years  ago  it  was  my  privilege  to  interview  the  Secretary  of 
the  Treasury,  the  Comptroller  of  the  Currency,  the  Secretary  of 
Commerce  and  Labor  and  many  bankers  throughout  the  country, 
among  them  an  ex-Comptroller  of  Currency,  and,  without  a  dissent¬ 
ing  voice,  they  pronounced  the  demand  clause  dangerous  and  inde¬ 
fensible  in  a  life  insurance  policy. 

Permit  me  to  use  my  language  in  a  former  paper,  which  the  Hon¬ 
orable  J.  V.  Barry  was  kind  enough  to  quote  in  his  article  on  this 
subject  in  the  1910  Michigan  Report: 

“National  banks  receive  deposits  subject  to  checks  payable  on  de¬ 
mand  and  are  freely  used  by  the  business  community  to  facilitate 
current  business.  Having  most  of  their  deposits  subject  to  immedi¬ 
ate  demand,  national  banks  are  required,  and  find  it  expedient,  to 
have  most  of  their  money  invested  in  what  is  termed  liquid  assets, 
payable  in  thirty,  sixty  or  ninety  days,  which,  together  with  their 
large  cash  reserves,  enables  them  to  meet  their  demand  obligations. 

“Savings  banks  are  chartered  by  the  State  and  used  by  the  com¬ 
munity  for  the  purpose  of  saving  their  money  until  a  sufficient 
amount  has  been  accumulated  for  a  permanent  investment.  On  ac¬ 
count  of  the  general  practice  of  paying  interest  on  deposits,  and  the 
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presumption  that  the  deposits  will  remain  for  a  longer  period  than 
in  national  banks,  savings  banks  are  allowed  in  some  States  to  put 
their  money  into  mortgage  loans,  but  their  investments  are  usually 
in  bonds  which  are  convertible  when  necessary.  Savings  banks,  how¬ 
ever,  are  allowed  to  take  sixty  or  ninety  days’  time  in  which  to  pay 
depositors,  so  as  to  provide  sufficient  time  to  realize  upon  their  se¬ 
curities  without  the  loss  which  would  result  from  a  forced  conver¬ 
sion  of  the  same. 

It  must  not  be  assumed  that  the  presence  of  a  protective  loan 
clause  in  a  life  insurance  policy,  which  gives  the  company  the  right 
to  take  time  in  case  an  emergency  exists,  means  that  the  company  will 
not  make  its  policy  loans  on  demand.  Quite  the  contrary  was  proven 
during  the  panic  in  1907,  when  the  legal  reserve  companies  of  the 
United  States  furnished  loans  on  demand  to  their  policyholders  of 
approximately  sixty  million  dollars  during  the  months  of  October, 
November  and  December.  It  is  doubtful  if  the  policies  upon  which 
this  tremendous  sum  was  loaned  contained  a  demand  clause  in  more 
than  5  per  cent,  of  the  total  number  of  policies  loaned  upon.  Com¬ 
petition  between  the  companies  will  prompt  them  to  do  the  best 
for  their  policyholders  that  circumstances  will  permit.  Life  insur¬ 
ance  companies  worthy  of  the  name  are  national  institutions,  and 
will  always  have  in  the  future,  even  during  such  panics  as  that  of 
1907,  a  large  flow  of  premiums  from  small  towns  and  country  dis¬ 
tricts  that  are  unaffected  by  panics,  and  policy  loans  in  such  times  will 
have,  and  undoubtedly  should  be  given,  the  preference  over  other 
forms  of  investment. 

“It  is  only  when  fear  is  a  factor,  together  with  the  scarcity  of  cur¬ 
rency,  that  the  protective  clause  will  be  called  into  requisition  and 
policyholders  be  compelled  to  wait  thirty,  sixty  or  ninety  days  in 
order  that  the  company  might  avoid  sacrificing  its  securities,  which 
belong  to  all  of  the  policyholders.  It  is  inconceivable  that  any  hon¬ 
est  debtor  in  such  an  emergency  should  fail  because  of  such  delay 
in  consummating  a  loan.  The  creditor,  be  he  banker,  jobber,  manu¬ 
facturer  or  retailer,  could,  if  necessary,  take  an  assignment  of  the 
policy  and  jointly  with  the  insured  make  application  for  the  loan.” 

We  need  protection  also  against  the  speculators,  who  might  be 
buying,  with  the  proceeds  of  policy  loans,  the  very  bonds  the  com¬ 
panies  were  being  forced  to  sell. 

Legal  reserve,  life  insurance  companies  are  to-day,  undoubtedly, 
our  strongest  financial  institutions.  If,  however,  the  approximately 
$5 ,000,000,000  of  assets  now  held  by  the  life  insurance  companies 
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were  subject  to  call,  we  would  not  long  retain  the  unique  position  we 
now  hold.  Do  you  appreciate  the  fact  that  the  business  placed  upon 
the  books  from  January  i,  1908,  to  January  1,  1914,  containing  the 
demand  loan  clause,  will  have  a  loanable  value  twenty  years  hence 
of  approximately  $1,500,000,000?  Is  it  not  time  to  call  a  halt  in 
order  that  this  proportion  may  not  be  increased? 

Life  insurance  is  love  in  action,  carrying  out  the  purposes  of  the 
insured,  with  reference  to  his  loved  ones.  The  assets  back  of  these 
contracts  are  by  common  consent  the  best  in  the  world.  The  officers 
and  trustees  having  in  custody  billions  of  dollars  of  these  funds, 
representing  the  painstaking  self-denial  of  millions  of  families, 
should  see  to  it  that  they  are  safeguarded  in  even  greater  degree  than 
savings  bank  funds. 

The  demand  loan  clause  will  prove  unprofitable,  because  it  will 
tempt  the  officers  to  invest  these  funds  in  supposedly  quickly  con¬ 
vertible  bonds,  instead  of  securing  the  highest  rate  of  interest  con¬ 
sistent  with  safety  through  their  mortgage  loan  department.  It  is 
doubtful  if  the  largest  companies  could  use  over  $10,000,000  of 
bonds  in  any  crisis  in  the  company’s  history,  because  other  companies 
would  be  converting  bonds  at  the  same  time,  which  would  break 
the  bond  market  to  a  point  where  there  would  be  danger  of  wiping 
out  the  company’s  surplus.  Undoubtedly,  the  insuring  public,  as  well 
as  the  Insurance  Commissioners,  are  opposed  to  piling  up  unduly 
large  surplus  funds,  but  the  demand  loan  clause  makes  large  sur¬ 
pluses  and  large  cash  reserves  indispensable,  and  hence  would  prove 
unprofitable  to  policyholders,  only  approximately  15  per  cent,  of 
whom  are  at  this  time  borrowers. 

The  fundamental  assumptions  as  to  interest,  mortality  and  expense 
are  safe  beyond  peradventure  of  a  doubt.  Indeed,  the  economic 
trend  of  interest  rates,  the  improvements  in  medical  and  sanitary 
science  and  the  constantly  decreasing  expense  rate  are  making  these 
assumptions  more  safe  from  year  to  year. 

The  expense  and  mortality  factors  are  largely  within  our  control. 
The  interest  question  is  not.  We  do  not  know  where  the  world  de¬ 
mand  for  money  is  going  to  carry  the  interest  rate,  with  its  conse¬ 
quent  efifect  upon  bond  values. 

Another  influence  affecting  interest  rates  is  the  world-baffling  gold 
problem,  with  its  effect  upon  prices,  and  consequently  upon  interest 
rates.  To  adequately  protect  ourselves  against  these  unknown  quan¬ 
tities  makes  it  imperatively  necessary  to  put  into  our  contracts  a 
sixty  or  ninety-day  protective  loan  clause,  which  will  be  naturally 
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and  logically  followed  by  amortization  laws  in  the  various  States  of 
the  Union. 

Let  us  hope  that  the  integrity  of  life  insurance  companies  may 
never  be  called  in  question  in  any  future  panic,  but  to  proceed  on 
that  assumption  is  by  no  means  safe.  Thanks  to  Elizur  Wright  and 
his  associates,  supplemented  by  work  since  done,  we  have  publicity 
laws  that  are  unequalled  in  any  other  realm.  By  this  I  mean  that 
ife  insurance  is  an  open  book  to  such  an  extent  that  variations  from 
correct  management  are  discernible  at  so  early  a  stage  in  the  process 

of  disintegration  that  corrective  measures  are  forced  before  serious 
damage  is  done. 

This  is  emphasized  by  the  fact  that  at  this  time  we  are  able  to 
tell  exactly  what  effect  the  loan  privilege  is  having  and  will  prob¬ 
ably  have  upon  the  sacredness  of  our  contract  obligations.  It  is 
doubtful  if  the  demand  loan  obligations  now  existing  in  life  insur¬ 
ance  contracts  will  be  met  in  all  future  panics.  Life  insurance  com¬ 
panies  should  recognize  this  in  advance,  and  hence  not  promise  what 
they  may  not  be  able  to  perform. 

.  order  t0  prove  that  the  demand  loan  clause  is  useless  as  a  sell¬ 
ing  feature,  I  need  only  to  call  your  attention  to  the  uninterrupted 

growth  of  those  companies  which  have  had  the  protective  loan  clause 
in  their  contracts. 

Furthermore,  I  think  by  common  consent,  a  certain  agency  in 
Pittsburgh  and  another  agency  in  New  York  City  are  the  most  ef- 
fective  general  agencies  in  the  world.  Both  of  these  agencies  are 
selling  policies  containing  the  protective  clause. 

,  Permit  me  t0  use  one  of  our  favorite  arguments  when  this  ques¬ 
tion  arises— -“Suppose,  Mr.  Prospect,  you  wanted  to  invest  $50,000 
or  your  wife  and  daughter,  covering  a  period  of  fifty  years,  and 
you  had  to  choose  between  two  trust  companies ;  one  of  the  'trust 
companies  obligates  itself  to  pay  depositors  on  demand,  under  all 
circumstances  and  conditions,  while  the  other  takes  time,  if  the 
emergency  warrants.  Which  would  you  select?”  The  usual  reply  on 
t  e  part  of  the  applicant  is  that  the  question  is  not  debatable,  that  he 
would  select  the  trust  company  having  the  protective  clause. 

The  financiers  of  the  United  States,  from  the  Secretary  of  the 
Treasury  and  the  Comptroller  of  the  Currency  down  to  the  smallest 
anker,  are  m  favor  of  the  protective  clause.  My  interviews  with 
many  economists  would  lead  me  to  believe  that  the  men  at  the  head 
of  the  economic  departments  of  our  universities  are  likewise  a  unit 
on  this  question.  Therefore,  in  view  of  the  fact  that  the  Insurance 
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Commissioners  of  the  country  have  declared  the  demand  clause 
unsafe  for  life  insurance  companies,  and  in  view  of  the  fact  that 
the  bankers  of  the  country,  who  are  the  most  potent  factors  in 
shaping  public  opinion  in  every  community,  support  the  contention 
of  the  Insurance  Commissioners,  supplemented  by  the  opinions  of 
the  men  at  the  head  of  the  economic  departments  of  our  universities, 
and  in  view  of  the  further  fact  that  the  companies  having  the  pro¬ 
tective  clause  have  had  uninterrupted  growth,  it  is  clear  that  the  de¬ 
mand  loan  clause  should  be  at  once  eliminated  from  life  insurance 
contracts.  (Applause.) 

Mr.  J.  S.  Myrick  of  New  York,  Manager  for  Mutual  Life  Insur¬ 
ance  Company  of  New  York:  I  am  very  glad  to  have  the  oppor¬ 
tunity  to  meet  this  honorable  body.  I  feel  sure  that  should  President 
Wilson  know  in  a  detailed  way  of  your  work  he  would  be  stronger 
than  ever  in  his  conviction  that  a  great  business  may  co-operate  and 
yet  compete. 

I  wish  to  call  your  attention  to  one  phase  of  “Life  Insurance  as  an 
Aid  to  Business’’  which  I  came  across  recently. 

We  have  heard  so  much  of  group  insurance  and  large  corporation 
insurance  that  I  am  afraid  we  overlook  the  small  individual  em¬ 
ployer,  although  he,  too,  in  some  instances,  is  incorporated.  I  have 
in  mind  a  man  who  runs  a  moderately  large  business.  Lie  explained 
to  his  agent  that  he  had  three  departments  and  that  the  head  of 
each  department  had  been  with  him  for  some  time  and  had  proved 
his  loyalty.  He  wanted  to  draw  them  closer  to  him  and  thought  he 
could  best  do  this  by  agreeing  to  pay  so  much  to  their  families  in 
event  of  death  and  a  certain  amount  in  cash  to  the  employees  them¬ 
selves,  provided  they  be  living  and  with  him  at  the  end  of  twenty 
years.  To  accomplish  this,  the  employer  took  out  a  twenty-year 
endowment  policy  on  each  life  of  his  three  employees  and  had  the 
insurance  made  payable  to  his  firm. 

He  then  instructed  his  lawyer  to  draw  up  an  agreement  with  each 
man  which  covered  the  situation  in  the  following  way : 

A.  Should  employee  die  while  still  in  the  employ  of  said  firm 
$5,000  should  be  paid  to  his  estate,  or  wife. 

B.  Should  employee  be  still  in  the  employ  of  said  firm  at  the 
end  of  twenty  years  $5,000  would  be  paid  to  said  employee  in  cash. 

C.  Should  said  firm  go  out  of  business  for  any  cause,  policy 
should  be  released  to  employee. 

D.  Should  employee  be  discharged  or  leave  the  firm,  he  should 
have  no  further  claim  to  the  policy. 
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In  order  to  be  sure  that  these  contracts  would  be  carried  out,  the 
employer  took  insurance  on  his  own  life  to  cover  any  mortgage  or 
indebtedness  which  his  firm  had  assumed.  He  also  expects  to  cover 

any  future  indebtedness  by  increasing  his  insurance  as  occasion 
requires. 

This  arrangement  has  been  in  effect  for  a  little  over  a  year,  and 
the  employer  tells  us  that  he  is  sorry  that  he  didn’t  start  this  plan 
sooner,  as  he  is  confident  that  it  has  materially  increased  the  effi¬ 
ciency  of  the  employees,  and  hence  the  productiveness  and  profits 
of  his  business.  The  opinion  of  this  business  man,  that  the  heads 
of  his  departments  were  good  men  and  needed  to  be  brought  closer 
to  him,  has  demonstrated  the  fact  that  it  increases  co-operation. 
This  considerate  act  had  not  only  the  direct  result  of  making  the 
men  w  ork  harder  and  more  cheerfully,  but  was  indirectly  reflected  in 
the  men  s  wives  and  families,  who  began  to  realize  that  the  employer 
had  an  interest  in  them,  and  hence  they,  too,  began  to  feel  a  deeper 
interest  in  the  business.  (Applause.) 

I  venture  to  say  that  if  more  small  employers  would  show  the 
same  intelligent  interest  in  their  employees  that  general  conditions  of 
business  and  the  personal  attitude  of  the  employed  toward  employer 
would  be  much  happier. 

The  incident  mentioned  above  demonstrates  that. 

From  an  agency  standpoint,  business  insurance,  so  called,  is  an¬ 
other  avenue  of  approach  and  one  which,  curiously  enough,  had  its 
origin  in  the  buyer  rather  than  the  seller.  How  the  agent’  can  in¬ 
crease^  list  of  prospects  and  adapt  this  form  of  insurance  to  his 
clients’  best  needs  is  a  department  of  agency  work  in  which  the  home 
office  of  the  life  insurance  company  can  be  of  great  assistance. 

\\  ho  are  the  active  firms,  small  as  well  as  large,  in  the  community  ? 
What  is  their  financial  standing? 

What  are  the  partnership  agreements? 

If  a  corporation,  how  is  the  stock  distributed? 

Who  is  the  man  who  does  the  thinking,  the  inventor,  the  master 
mechanic,  etc. 

Who  furnishes  the  capital? 

Who  are  the  heads  of  the  department  that  on  account  of  their 
experience  are  vital  to  the  best  interests  of  the  concern  ? 

Is  the  firm  increasing  its  plant  or  extending  its  business,  and  how 
much  bonded  indebtedness  does  this  mean  ? 

What  concerns  are  being  reorganized? 

Etc.  Etc.  Etc. 
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A  department  in  the  home  office  collecting  material  and  statistics 
along  the  lines  suggested  by  the  above  would  not  only  be  a  great 
practical  aid  to  the  agent,  but  a  decided  source  of  encouragement 
to  him. 

From  a  broader  economic  standpoint,  business  insurance  is  the 
means  of  a  better  distribution  of  the  “unit  of  comfort.”  It  does 
what  the  usual  policyholder  cannot  do — it  stops  waste  and  deprecia¬ 
tion  at  the  source.  It  helps  the  insurance  company  because  it  helps 
the  rank  and  file  of  the  policyholders  meet  their  premiums.  The 
question  of  mortality,  lapse  ratio,  etc.,  among  this  class  of  risks,  if 
it  is  a  class,  is  only  a  question  of  detail,  and  one  which  is  bound 
to  work  out  in  the  right  way.  The  more  this  kind  of  life  insurance 
is  studied  and  developed  by  the  officers  of  a  company,  the  more  it 
is  systematically  and  intelligently  prosecuted  by  the  agencies,  the 
greater  will  be  its  acceptance  by  the  public  and  the  greater  will  be  the 
efficiency  and  benefits  of  life  insurance  in  general.  It  is  one  of  the 
ways  in  which  “the  greatest  good  to  the  greatest  number”  can  be 
more  fully  realized.  (Applause.) 

Mr.  Robert  Lynn  Cox  :  I  want  to  make  one  comment  on 
what  was  suggested  by  Mr.  Myrick’s  talk.  He  says,  strange  to  say, 
this  thing  originated  with  the  buyer  rather  than  the  seller.  That  struck 
me  immediately,  because  under  our  theme  of  discussion  here  to-day 
we  are  considering  these  various  features  of  life  insurance  in  ref¬ 
erence  to  its  present-day  needs.  In  other  words,  if  these  things 
which  we  are  selling  and  these  things  which  we  are  emphasizing  have 
not  a  real  place  in  the  economic  needs,  they  cannot  last.  If  they 
have,  the  demand  will  come  from  the  field,  whether  we,  as  insur¬ 
ance  men,  put  them  out  or  not.  That  is  a  significant  statement. 
Aren’t  we  too  apt,  as  insurance  men,  to  give  thought  to  what  we 
can  sell  or  would  like  to  sell,  or  to  something  that  sounds  good  to  us, 
rather  than  what  the  people  are  calling  for?  Isn’t  it  a  point  of  view 
to  which  we  should  give  emphasis  in  our  discussion?  What  are 
these  features?  All  of  these  subjects,  group  insurance — disability 
clauses,  and  so  forth — shouldn’t  we  consider  them  in  just  that  way, 
and  as  Mr.  Myrick  suggests,  from  the  standpoint  of  the  practical 
man  in  the  field  who  has  found  something  that  is  being  demanded? 

Mr.  Richard  H.  Wallace,  Vice-President,  The  Girard  Life  In¬ 
surance  Company,  Philadelphia:  I  would  like  to  say  something  on 
the  subject  which  was  brought  before  the  Association  yesterday  by 
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Mr.  Moir  on  Total  Disability  and  in  regard  to  what  Mr.  Cox  has 
just  said.  I  think  that  this  growing  feature  in  the  life  insurance 
contract  has  not  sprung  from  a  desire  on  the  part  of  the  people  for 
it,  but  it  has  emanated  from  the  field  forces  of  the  agents  of  the 
different  companies  and  has  been  taken  up  and  granted  by  the  com¬ 
panies,  and  I  believe  that  it  has  in  it  elements  of  grave  danger.  In 
the  first  place,  I  have  never  yet  heard  a  complete  and  adequate  defi¬ 
nition  of  the  term  “Permanent  Total  Disability,”  and  it  is  always 
open  to  question  and  I  believe  will  involve  the  companies  which 
have  that  clause  in  their  contract  in  a  great  deal  of  litigation  in  the 
future.  The  subject  is  so  well  covered  in  an  article  that  I  read  that 
in  order  to  save  time  I  want  to  read  it  to  you  to-day. 

It  is  quite  evident  from  the  number  of  life  insurance  companies 
that  have  recently  incorporated  in  their  policies  a  provision  with 
respect  to  disability  that  there  is  some  demand  for  this  feature, 
though  its  source  is  not  clearly  indicated.  It  may  be  believed,  of 
course,  that  the  insured  really  desire  and  value  it;  but  it  is  infi¬ 
nitely  more  probable  that  one  or  more  companies  having  adopted  it, 
the  force  of  competition,  meritorious  or  otherwise,  is  inducing  other 
companies  to  follow  suit.  A  well  informed  agent  can  hardly  have 
an  exalted  opinion  of  its  value ;  he  is  accustomed  to  weighing  insur¬ 
ance  values  and  fully  realizes  that  what  costs  but  little  can  serve  but 
little.”  As  a  concrete  illustration  of  that  point,  I  saw  a  policy  of 
one  of  the  companies  that  had  one-third  or  nearly  one-third  of  its 
face  taken  up  with  a  beautifully  engraved  certificate  evidently  with 
the  purpose  of  emphasizing  the  value  of  this  disability  clause,  but 
the  prospect  who  was  being  canvassed,  011  turning  to  another  part 
of  the  policy,  found  that  if  he  did  not  want  to  avail  himself  of  it, 
his  premium  would  be  reduced  to  the  extent  of  twenty-five  cents  per 
thousand.  The  prospect  said  if  that  indicated  the  merit  of  the 
feature,  he  could  not  see  that  it  was  a  very  valuable  thing. 

“The  theory  of  equivalence  appeals  to  him  and  in  fairness,  while 
he  would  not  declare  it  wholly  worthless,  would  be  bound  to  say  the 
service  undertaken  thereby  is  so  slight  and  surrounded  by  so  many 
contingencies  and  difficulties  as  to  seem  wholly  negligible  except  as 
a  'talking  point/  Doubtless  many  persons  who  are  indifferent  to 
solid  life  insurance  because  of  its  alleged  incompleteness,  in  so  far 
as  it  hitherto  has  omitted  to  take  into  account  sickness,  accident, 
loss  of  employment  and  total  or  partial  disability  from  any  cause,' 
may  be  interested  in  the  new  feature;  but  they  are  not  likely  to' 
weigh  its  effect  upon  the  business  as  a  whole  or  whether  such  feature 
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is  within  the  proper  scope  of  legitimate  life  insurance.  The  world 
just  now  is  full  of  ‘crank’  movements. 

“The  Federal  Government  is  to  supervise  practically  all  corporate 
enterprises  engaged  in  interstate  commerce;  a  minimum  wage  is  to 
have  legislative  sanction;  pensions  are  to  be  given  the  aged  and 
destitute;  and  generally  the  government  is  to  be  asked  to  do  those 
things  for  the  people  which  they  should  do  for  themselves.  Even 
in  the  midst  of  such  violation  of  economic  principle  and  extension 
of  the  functions  of  the  state,  it  is  to  be  wondered  that  life  insurance 
companies  are  introducing  a  feature  inconsistent,  as  we  see  it,  with 
its  permanent  well  being,  in  that  the  responsibility  thus  assumed  has 
no  basis  upon  which  to  rest,  no  data  by  which  to  measure  the  hazard 
in  dollars  or  to  calculate  the  disastrous  effect  of  litigation  sure  to 
arise  by  reason  of  it.” 

In  Mr.  Moir’s  very  able  paper  which  he  delivered  yesterday,  and 
which  I  read  very  carefully,  I  find  that  he  admits  that  it  would  take 
a  good  many  years  to  secure  reliable  data  and  he  desires  that  the 
older  companies — I  think  his  plea  was  especially  to  them- — should 
gather  the  data  upon  which  to  base  the  warrant  for  giving  this  dis¬ 
ability  clause. 

Now,  our  life  insurance  business  is  supposed  to  be,  and  is  not  only 
supposed  to  be,  but  is  based  on  scientific  principles.  The  data  has 
been  gathered  for  a  hundred  years,  and  when  a  rate  is  made  it  is 
known  just  what  that  can  be  made  to  cover;  but  this  is  something 
upon  which  no  adequate  data  has  been  procured.  The  “Total  Dis¬ 
ability”  clause  in  the  policies  of  a  number  of  companies  are  vague, 
indefinite  and  loosely  drawn.  The  policy  clause  in  Mr.  Moir’s  own 
company  is  explicit,  but  notwithstanding  that,  I  consider  the  feature 
a  dangerous  innovation. 

“What,  for  instance,  is  ‘Total  Disability’?  Has  any  court  clearly 
defined  it?  Review  in  your  mind  all  the  impairments  of  which  you 
have  ever  heard ;  imagine  the  worst  possible ;  can  you  conceive  of  a 
case  where  there  is  ‘total  disability’  where  death  is  not  impending? 

“In  general,  there  rarely  is  an  instance  where  the  disabled  is  not 
capable  of  some  little  gainful  occupation.  Notwithstanding  this,  it 
is  highly  probable  that  nine-tenths  of  all  partial  disability  will  be 
represented  as  total  and  suits  brought  to  sustain  the  claim  however 
inherently  absurd  such  a  contention  may  be.  The  opportunity  to  sue 
is  the  invitation  to  do  it;  and  in  resisting  dishonest  claims  of  this 
nature,  where  are  the  companies  likely  to  stand  before  a  public 
largely  disposed  to  accept  and  credit  allegations  of  bad  faith  and  too 
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busy  or  too  indifferent  to  learn  the  truth?  The  entire  work  of  life 
insurance  will  be  impeded,  and  we  shall  be  inviting  the  return  of 
that  era  when  stability  and  good  faith  were  denied.  The  agent’s 
labors,  which  temporarily  may  be  lightened  by  the  catchpenny  de¬ 
vice,  will  be  intensified;  conciliation,  explanation,  refutation  and 
justification  will  occupy  his  time  and  employ  his  best  powers,  with¬ 
drawing  them  from  the  vital  work  of  inducing  men  to  gather  sub¬ 
stance  rather  than  shadows.  In  many  circles  where  the  doubtful 
merit  of  disability  clauses  is  discussed,  it  is  spoken  of  as  ‘instability’ 
insurance,  presumably  because  in  their  view  the  companies  that  un¬ 
dertake  it  are  exposed  to  hazards  which  may  render  doubtful  their 
permanence  and  capacity  to  discharge  their  true  functions. 

‘Ihe  end  is  not  yet.  There  still  prevails  a  worthy  ambition  widely 
to  diffuse  life  insurance.  New  means  for  that  purpose  are  sought.  It 
may  be  that  like  the  semi-tontine  or  deferred-dividend  system,  which 
greatly  extended  life  insurance  because  of  its  appeal  to  the  specula¬ 
tive  instinct,  the  disability’  features  will  generally  be  adopted  and  run 
their  course  of  meagre  utility  only  to  go  into  the  discard.  Let  us 
hope  that  if  so,  they  shall  not  imperil  the  stability  or  good  name  of 
life  insurance.” 

Now,  in  regard  to  the  demand  from  the  field,  I  speak  as  one  who 
has  had  a  field  experience  of  twenty  years,  and  as  an  executive  for 
the  past  seven  years,  and  both  personally  and  by  coming  in  contact 
with  field  men  I  have  yet  to  learn  that  there  is  any  widespread  call 
for  this  feature.  It  is  a  “talking  point”  for  the  agent,  it  is  true,  and 
in  view  of  the  statements  made  and  admitted  by  the  author  of  that 
able  paper,  that  there  is  not  sufficient  data  on  which  to  base  it,  I  am 
convinced  that  it  is  introducing  an  element  attended  with  grave  dan¬ 
ger  to  the  life  insurance  companies  and  that,  when  claims  are  con¬ 
tested,  it  will  bring  discredit  upon  the  business.  In  many  instances, 
in  the  strife  of  competition,  the  temptation  will  be  to  admit  and  pay 
unjust  claims.  Ihis  will  of  necessity  work  a  hardship  upon  other 
policyholders,  and  I  believe  the  subject  is  one  that  should  receive 
the  most  thoughtful  consideration  on  the  part  of  the  officers  of  the 
companies  composing  the  Association  of  Life  Insurance  Presidents. 

(Applause.) 


Mr.  J.  L.  Howard,  Secretary,  Travelers  Insurance  Company, 
Hartford,  Conn. :  I  am  surprised  to  hear  Mr.  Wallace  discredit  the 
disability  clause  because  we  have  no  adequate  data.  He  says  we 
have  had  one  hundred  years  of  experience  with  life  insurance  on 
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which  to  figure  our  rates,  and  we  should  not  imperil  that  by  taking 
up  something  new.  If  one  hundred  years  ago,  people  starting  life 
insurance  companies  had  refused  to  do  it  because  they  had  no  ade¬ 
quate  data,  I  wonder  what  we  would  be  doing  to-day.  If  we  must 
decline  to  progress  in  extending  life  insurance  policies  because  a 
new  feature  must  be  started  without  adequate  data,  I  fear  the  prog¬ 
ress  will  not  be  very  fast. 

I  listened  with  a  great  deal  of  interest  to  Mr.  Moir’s  paper  on  dis¬ 
ability  benefits  yesterday.  It  is  so  exhaustive  and  comprehensive 
that  it  is  perhaps  presuming  to  comment  upon  it,  but  the  -disability 
clauses  offered  by  various  companies  are  somewhat  diverse,  and, 
therefore,  it  may  not  be  out  of  the  way  to  offer  a  few  comments 
thereon.  Mr.  Moir  suggests  that  the  payment  of  insurance  in  in¬ 
stalments  in  the  event  of  permanent  total  disability  may  not  prop¬ 
erly  be  construed  as  a  special  surrender  value  within  the  meaning 
of  the  statutes  of  various  States.  It  seems  to  me  that  the  insertion 
of  the  word  “special”  implies  the  significance  of  an  impaired  life 
and  the  consequent  propriety  of  paying  a  surrender  value  in  excess 
of  the  legal  reserve. 

Mr.  Moir  also  illustrates  the  anomaly  which  may  arise  should  a 
disabled  policyholder  draw  down  a  few  instalments  and  then  die, 
leaving  to  his  beneficiary  the  remainder  only  of  the  twenty  instal¬ 
ments,  thereby  permitting  the  company  to  settle  the  claim  for  a 
smaller  amount  than  the  amount  originally  insured.  Such  a  settle¬ 
ment  is  against  public  policy  unless  it  can  be  shown  that  the  likeli¬ 
hood  of  the  insured  and  the  beneficiary  receiving  the  full  amount  of 
insurance  justifies  a  possible  settlement  for  a  less  amount.  The 
chance  of  a  settlement  for  a  less  amount  can  be  entirely  obviated  by 
a  more  liberal  instalment  settlement.  The  company  can  agree  in  the 
event  of  permanent  total  disability  to  mature  a  contract  in  twenty 
instalments,  each  instalment  to  be  on  the  basis  of  $68  per  $1,000 
of  insurance,  thus  the  commuted  value  of  the  instalments  represent¬ 
ing  the  amount  originally  insured.  In  the  event  of  the  death  of  the 
insured  while  receiving  instalments,  the  payment  of  the  present  value 
of  the  remaining  instalments  to  the  beneficiary,  or  the  privilege  of 
continuing  the  instalments  in  the  same  manner  they  were  being  paid 
to  the  insured,  would  avoid  any  question  of  a  settlement  for  a  less 
amount  of  insurance  than  that  stated  on  the  face  of  the  contract. 
The  justification  for  going  further  than  the  waiver  of  premium  pay¬ 
ments  in  the  event  of  permanent  total  disability  is  that  the  insured 
is  commercially  dead  in  so  far  as  his  ability  to  engage  in  a  gainful 
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occupation  is  concerned,  and  a  small  income  to  the  insured,  when  so 
disabled,  is  often  of  more  benefit  to  his  beneficiary  than  to  withhold 
the  entire  amount  of  insurance  until  his  death.  However,  the  pay¬ 
ment  of  the  full  amount  of  insurance  at  disability  is  not  justified, 
because  it  would  defeat  the  object  of  insurance  and  might  result 
in  no  benefit  whatever  to  the  beneficiary. 

The  question  is,  therefore,  how  large  an  obligation  should  be 
charged  against  an  insurance  for  the  benefit  of  the  insured  without 
impairing  the  beneficial  interest  to  an  unreasonable  extent.  It  seems 
to  me  that  payment  of  $68  per  $1,000  for  twenty  years  will  furnish 
a  reasonable  sum  to  the  insured  to  meet  his  immediate  wants  and  at 
the  same  time  protect  the  beneficiary.  Were  there  no  such  pro¬ 
visions,  the  beneficiary  might  be  obliged  to  borrow  money  at  a  sacri¬ 
fice  to  meet  the  immediate  wants  of  the  disabled  insured,  and  such 
loans  would  have  to  be  deducted  from  the  subsequent  insurance 
claim  at  a  greater  loss  to  the  beneficiary  than  would  obtain  under 
the  instalment  provision.  For  another  reason  it  would  be  unwise 
to  mature  a  policy  in  one  sum  in  the  event  of  permanent  total  dis¬ 
ability,  because  the  creditors  of  the  insured,  if  any  there  were,  might 
deprive  the  beneficiary  of  the  insurance  to  which  he  is  justly  entitled. 

Options  offering  various  modes  of  settlement  in  the  event  of 
permanent  total  disability  are  often  not  advisable,  because  the  to¬ 
tally  disabled  insured  may  not  be  in  the  proper  mental  and  physical 
condition  to  determine  the  best  option  to  take.  It  is,  therefore,  bet¬ 
ter  to  provide  for  a  settlement  which,  in  the  judgment  of  the  com¬ 
pany,  is  considered  the  most  advantageous  for  the  majority  of  cases 
and  which  in  no  event  will  provide  for  the  payment  of  a  less  amount 
than  that  for  which  the  insured  has  paid  his  good  money. 

Companies  have  often  been  asked  to  define  what  is  meant  by  per¬ 
manent  total  disability,  and  those  who  have  had  most  experience 
have  come  to  the  conclusion  that  any  attempt  at  defining  permanent 
total  disability  tends  to  limit  rather  than  to  extend  the  scope  of  the 
clause,  and  that  each  case  must  be  determined  on  its  merits,  it  being 
assumed  that  the  company  in  its  own  interests,  as  well  as  in  the 
interests  of  the  insured,  will  be  liberal  in  its  interpretation. 

Mr.  E.  P.  Marshall,  Vice-President,  Union  Central  Life  In¬ 
surance  Company,  Cincinnati,  Ohio :  Mr.  Dunham  yesterday,  in 
his  very  interesting  paper,  spoke  of  the  conservation  of  policy  pro¬ 
ceeds.  In  this  connection  I  have  a  word  or  two  to  say. 

The  benefits  that  have  been  conferred  upon  society  by  the  co- 
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operative  system  of  modern  life  insurance,  whereby  the  loss  sus¬ 
tained  in  the  death  of  the  breadwinner  of  the  family  is  divided 
among  the  many,  are  almost  incalculable.  They  are  not  to  be 
summed  up  by  mere  statistics  and  long  columns  of  figures,  although, 
if  this  should  be  done,  the  results  would  doubtless  astonish  the 
world. 

Life  insurance  and  its  managers  are  endeavoring  to  keep  abreast 
of  the  spirit  of  the  age  by  meeting  the  new  problems  as  they  from 
time  to  time  arise  under  our  advancing  civilization.  In  its  latest 
phases  we  see  large  groups  of  men  insured  without  the  requirement 
of  medical  examinations,  and  again  by  inserting  what  are  known 
as  disability  clauses  in  policies,  sickness  or  accident  need  not  cause 
the  insured  to  lose  the  benefit  of  his  insurance. 

Just  here,  in  the  great  desire,  and  perhaps  in  the  eagerness  to 
broaden  its  work  for  humanity,  may  there  not  be  the  danger  of 
going  too  far?  There  should  certainly  be  the  greatest  care  and  cau¬ 
tion  exercised,  in  order  that  we  may  not  pass  beyond  the  border  line 
of  safety. 

It  has  been  freely  expressed  by  many  authorities  on  insurance 
that  in  the  matter  of  cash  surrender  and  loan  values  the  danger  line 
may  have  already  been  passed.  This  matter  was  referred  to  by  Mr. 
Childs  in  his  paper.  This  question,  however,  will  doubtless  be  more 
fully  commented  upon  and  discussed  by  others  who  are  to  follow. 

There  is  one  feature  of  this  forward  movement  of  insurance  to 
which  I  wish  to  call  your  attention  for  a  few  minutes  this  morn¬ 
ing  ;  that  is  to  the  efiforts  that  have  been  made  by  the  life  insurance 
companies  to  meet  present-day  economic  needs,  by  seeking  to  pro¬ 
tect  beneficiaries  who  are  inexperienced  in  making  investments,  by 
providing  monthly  or  annual  income  payments,  for  a  stated  period 
or  for  life,  instead  of  paying  over  a  principal  sum,  say,  to  a  wife  or 
daughter,  inexperienced  in  business  methods,  too  often  to  be  dissi¬ 
pated  and  lost,  through  unfortunate  investments,  by  following  well- 
intended,  perhaps,  but  the  bad  advice  of  friends  or  relatives.  This 
is  the  subject  with  which  Mr.  Dunham’s  paper  dealt. 

It  is  hardly  necessary  that  even  reference  be  made  to  the  many, 
alas !  too  many,  cases  which  have  come  to  our  knowledge  where  the 
wily  promoter  has  persuaded  the  trusting  widow,  unaccustomed 
to  the  handling  of  large  sums  of  money,  to  invest,  under  promise  of 
large  returns,  all  of  the  proceeds  of  her  insurance  policies  in  some 
wild-cat — frequently  fraudulent — scheme,  with  the  result  that  all  is 
lost  in  a  comparatively  short  time  and  the  family  is  left  destitute. 
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The  ever-present  problem  of  the  head  of  the  family  is  how  to  con¬ 
serve  for  its  members  the  fortune  gathered  during  a  period  cover- 
ing  possibly  a  lifetime  of  toil  and  self-sacrifice.  Wills  are  drawn 
with  great  skill  and  acumen  by  trained  legal  minds  in  order  that  the 
wishes  of  the  testator  may  be  carried  out  at  his  demise.  Individual 
trustees  are  selected  whose  special  duties  it  will  be  to  carefully  in¬ 
vest  the  funds,  collect  the  income  and  see  to  its  proper  distribution. 

The  attempt  is  made  to  have  conducted  through  an  individual 
that  which  can  much  better  be  done  by  one  of  our  great  trust  com¬ 
panies.  Through  the  agency  of  one  of  these  companies,  the  wishes 
of  the  testator  can,  as  a  rule,  be  carried  out  much  better  than  by  an 
individual,  whose  own  life  is  liable  any  day  to  be  suddenly  ended. 

If  a  trust  company  may  be  said  to  be  a  rich  man’s  necessity,  the 
life  insurance  company’s  contract  is  surely  the  poor  man’s  friend 
and  protector. 

The  Modern  Monthly  Income  or  Instalment  Policy  of  a  great  life 
insurance  company  steps  in  and  provides  for  the  family  exactly  that 
which  is  needed.  Backed  up  by  its  scores,  or  even  hundreds,  of 
millions  of  assets,  its  ability  to  carry  out  the  terms  of  the  contract 
is  unquestioned,  and  with  no  trustee  or  individual  to  embarrass  or 
to  be  changed,  the  trust  is  continued,  and  may  be  continued  for  an 
indefinite  period.  The  wife,  the  daughter,  the  college,  the  hospital 
or  some  other  institution  or  cause  dear  to  the  heart  is  the  recipient 
annually,  quarterly,  or  even  monthly,  of  the  benefits  provided  in  this 
safe  and  sane  manner. 

This  form  of  providing  for  the  dependents  of  a  family  performs 
the  same  service  as  the  Government  in  paying  pensions  to  the  wid¬ 
ows  of  old  soldiers  and  sailors,  and  quickly  appeals  to  the  business 
sense  and  judgment  of  the  average  business  man.  The  wonderful 
growth  of  this  method  of  providing  for  the  family  shovrs  its  great 
and  increasing  popularity. 

This  form  of  insurance  contract  has  arisen  out  of  the  needs  of 
modern  society,  but  is  not  intended  by  any  means  to  do  away  with 
those  older  and  more  familiar  forms  of  contracts  of  life  insurance 
which  provide  a  principal  sum  in  cash  at  death,  whether  coming 
early  or  long  deferred,  the  proceeds  of  which  can  be  applied  in  pay¬ 
ment  of,  say,  an  outstanding  mortgage  upon  the  home  or  farm ; 
or  it  may  perform  a  business  service  by  furnishing  the  partnership 
or  corporation  the  ready  cash  to  meet  the  financial  obligations  so 
pressingly  demanded  when  a  valuable  member  of  the  firm  falls  by 
the  wayside. 
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Our  country,  a  world  power  to-day,  is  rapidly  expanding  in  a 
business  way,  and  soon  will  cover  the  entire  world  with  its  trade, 
its  commerce  and  the  products  of  its  manufactures. 

The  area  of  the  country  in  1800,  according  to  the  statisticians, 
was  approximately  900,000  square  miles,  while  to-day  it  embraces 
more  than  3,000,000.  During  that  time  the  5,000,000  population 
has  grown  to  97,000,000,  exclusive  of  the  people  of  the  island  pos¬ 
sessions.  In  wealth  the  proportion  of  advance  has  more  than  been 
maintained ;  while  trade  with  the  world  has  grown,  agriculture,  min¬ 
ing  and  manufacture  have  kept  pace.  Life  insurance  has  also  been 
broadening  its  benefits,  and  its  managers  are  awake  to  the  necessi¬ 
ties  and  opportunities  of  the  hour.  We  should  continue  ever  to  be 
ready  to  meet  the  varied  demands  of  society  and  business  as  they 
fall  upon  us.  Thus  far,  the  greatest  beneficence  of  our  modern 
civilization  has  not  failed  to  answer  the  call  to  meet  present-day 
needs. 

The  protection  of  insurance,  required  by  the  large  employers  of 
labor,  is  being  met.  Insurance  companies  are  joining  enthusiastically 
in  the  nation-wide  efforts  inaugurated  for  the  conservation  of  pub¬ 
lic  health.  In  the  battle  of  the  fighting  of  disease  by  the  education 
of  the  common  people  to  the  necessity  of  heeding  the  simple  rules 
of  health  and  sanitation,  and  thus  prolonging  human  life,  the  man¬ 
agers  of  life  insurance  companies  have  not  been  unmindful,  but  are 
responding  to  the  call  and  are  doing  a  noble  part. 

It  is  a  well-known  fact  that  annuitants  are,  as  a  rule,  long  lived. 
A  fixed  income,  therefore,  payable  monthly  or  quarterly,  is  the 
most  satisfying  of  all  inheritances,  and  is,  upon  the  whole,  the  safest 
and  wisest  provision  that  a  man  can  make  for  his  wife  and  children. 

A  large  sum  of  money,  placed  in  the  hands  of  an  inexperienced 
person,  is  a  temptation,  and  often  proves  other  than  a  blessing  to 
the  recipient.  The  Monthly  Income  Policy,  in  fact,  insures  one’s 
insurance  and  guarantees  that  peace  of  mind,  dignified  independence, 
freedom  from  care,  uncertainty  and  anxiety  so  desirable  for  a  serene 
old  age. 

Bart.  E.  McKenzie,  M.D.,  Medical  Director,  Policyholders’  Mu¬ 
tual  Life  Insurance  Company,  Toronto,  Ont. :  Although  a  stranger 
and  medical  man,  and  a  Saul  among  the  Prophets  in  that  respect, 
I  may  say  a  word.  There  has  been  considerable  experience  in  re¬ 
gard  to  the  total  disability  clause  in  insurance  contracts.  The  fra¬ 
ternal  societies  have  had  it  in  operation  for  at  least  a  period  of 


GENERAL  DISCUSSION 


141 

thirty  years,  and  probably  forty.  I  think  those  who  have  had  to 
deal  with  it  directly,  whether  from  a  legal  standpoint  or  a  medical 
standpoint,  have  found  it  exceedingly  unsatisfactory.  As  was  said 
by  the  reader  of  one  paper  here  this  morning,  there  has  been  and 
can  be  no  final  satisfactory  definition  from  either  the  legal  or  medical 
standpoint,  of  what  is  implied  by  the  term  “total  disability.”  It  is 
well  known  that  in  the  suits  which  come  up  against  corporations,  in 
which  medical  men  have  more  or  less  to  do,  that  they  find  it  an  ex¬ 
ceedingly  unsatisfactory  thing.  The  neurotic  condition  not  only  of 
women,  which  is  so  comparatively  common,  but  also  of  men,  mani¬ 
fests  itself  very  distinctly,  and  it  is  by  no  means  an  unknown  fact 
that  when  a  claim  has  been  paid,  the  applicant  for  the  claim  speedily 
recovers.  That  is  not  an  uncommon  thing  at  all.  It  is  admitted.  I 
heard  it  admitted  in  a  court  not  long  ago,  accepted  by  the  judge,  ac¬ 
cepted  by  the  legal  men  and  urged  as  a  reason  therefor  why  the 
claim  should  be  speedily  disposed  of.  It  was  an  admission  at  once 
that  there  was  no  true  organic  basis  for  the  claim,  that  it  really  was 
an  outgrowth  of  a  hysteric  condition  on  the  part  of  the  patient.  The 
experience  that  some  of  us  had  in  Canada — because  I  have  been 
called  upon  with  some  degree  of  frequency  to  seek  to  adjust  the 
claims  from  a  medical  standpoint-— was  exceedingly  unsatisfactory. 

As  a  talking  point,  it  is  very  doubtful  whether  it  is  not  an  injurious 
one  instead  of  a  helpful  one.  Necessarily  many  claims  must  be  re¬ 
fused,  unless,  as  one  gentleman  said  a  few  minutes  ago,  there  was  a 
large  amount  of  liberality  shown.  If  many  of  the  claims  were  re¬ 
fused  it  would  give  rise  to  great  dissatisfaction  on  the  part  of  the 
claimant  and  friends,  and,  therefore,  react  on  those  who  put  that 
strongly  forward  as  a  talking  point. 

There  are  many  matters  at  this  convention  that  have  interested 
me  very  much.  I  was  especially  interested  in  the  addresses  of  Pro¬ 
fessor  Vaughan  and  Professor  Sedgwick.  They  laid  a  mine  of 
wealth  and  importance  before  the  executive  officers  of  this  Associa¬ 
tion.  Instead  of  being  called  a  dream,  it  seemed  to  me  that  Professor 
Vaughan’s  paper  ought  to  have  been  called  a  description  of  the  ideal 
medical  man,  and  the  country  has  a  good  many  of  them.  It  may 
sound  somewhat  egotistic,  but  I  do  not  think  there  is  any  class  of 
men  in  the  country  who  show  as  much  self-forgetfulness,  as  much 
of  a  liberal  spirit  toward  the  community  as  perhaps  the  hard-worked 
practitioner  in  some  town  or  country  district. 

The  matter  of  typhoid  fever  ought  to  be  abolished,  it  goes  with¬ 
out  saying.  Typhoid  fever  ought  not  to  have  an  existence,  and  it 
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is  one  of  the  things  that  can  be  as  successfully  wiped  out  as  small¬ 
pox  has  been.  We  see  and  know  very  little  about  smallpox  in  these 
days.  I  need  not  speak  at  any  length  whatever  of  your  own  experi¬ 
ence  and  that  of  the  Japanese  Army  and  the  wonderful  record  they 
made,  because  of  a  knowledge  of  the  rules  of  hygiene,  and  the  fact 
that  their  engineers  preceded  their  army  so  that  the  various  drinking 
sources  were  made  healthful,  instead  of  being  death-dealing  in  their 
effects.  Your  own  experience  in  Panama  and  the  Philippines  backs 
up  this  matter  more  than  any  statement  I  might  make. 

There  was  one  subject  Professor  Vaughan  did  not  speak  of.  I 
may  say  this  readily,  because  in  this  city  a  good  many  years  ago  I 
met  a  professor  in  one  of  the  medical  schoools  who  was  speaking  in 
a  way  that  implied  that  every  young  man  in  his  experience  had 
suffered  from  gonorrhoea.  Now,  that  was  a  libel  upon  young  men, 
a  very  gross  libel,  and  yet  I  want  to  say  that  this  disease  is  com¬ 
paratively  frequent  and  is  regarded  as  harmless.  I  want  to  say  to 
you  this:  A  majority  of  the  women  to-day  who  find  themselves  on 
the  operating  table  are  there  because  their  husbands  have  suffered 
from  gonorrhoea.  Now,  I  do  not  make  that  statement  without 
abundant  material  for  backing  it  up.  The  fact  is  that  the  germ  of 
gonorrhoea  is  perhaps  as  persistent  as  any  germ  in  nature,  and  proof 
has  been  adduced  that  thirty  years  after  a  man  had  suffered  from 
gonorrhoea  and  in  the  meantime  had  led  a  life  of  chastity  and  cleanli¬ 
ness — that  thirty  years  afterward  the  gonococcus  or  the  germ  of 
gonorrhoea  was  found  in  the  secretions.  Coming  down  to  attend 
the  meeting  of  the  Medical  Association  last  spring,  after  the  Medi¬ 
cal  Congress  at  Washington,  I  found  one  of  our  Toronto  prac¬ 
titioners — a  man  of  very  large  experience  and  one  of  our  best- 
known  men — was  carrying  his  own  towels.  I  said,  “Isn’t  that  over¬ 
doing  it  a  little  bit?”  He  said,  “No,  I  don’t  want,  by  any  accident 
whatever,  to  find  I  have  infected  my  eye  or  some  other  part  need¬ 
lessly.”  That  was  in  reference  particularly  to  gonorrhoea. 

One  word  simply  regarding  the  matter  of  re-examination.  It 
has  seemed  to  us  over  in  Canada  that  it  is  a  most  valuable  sugges¬ 
tion  that  the  policyholders  should  be  asked  and  encouraged  to  pre¬ 
sent  themselves  for  examination.  We  have  not  had  any  large  ex¬ 
perience,  as  perhaps  no  other  company  has  had  either,  but  we  had 
one  only  a  few  weeks  ago.  A  gentleman  who  was  a  policyholder 
presented  himself  for  examination,  and  he  was  told  that  his  con¬ 
dition  was  not  entirely  satisfactory.  He  said  that  he  wanted  further 
insurance,  so  he  was  examined  again.  It  was  found  impossible  to 
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give  him  a  policy  as  favorable  as  the  first  one.  He  was  offered  one 
at  a  higher  cost,  and  it  led  him  to  think  about  the  matter.  In  the 
few  weeks  or  months  that  have  elapsed,  he  has  put  himself  in  better 
condition  by  relinquishing  his  business,  taking  care  of  his  health, 
and  it  has  proved  a  benefit  to  the  individual,  and,  consequently,  of 
course,  to  the  company.  (Applause.) 

Mr.  Henry  Moir,  Actuary,  Home  Life  Insurance  Company,  New 
York:  If  the  discussion  in  regard  to  disability  is  over,  I  should  like 
to  add  one  word.  The  other  day  I  was  told  of  a  club  where  the 
members  liked  to  set  to  one  another  difficult  questions,  but  if  any 
member  could  not  answer  his  own  question  he  was  to  be  heavily 
fined.  One  day  a  member  of  the  club  asked,  “Why  is  it  that,  when 
a  ground  squirrel  makes  a  hole  and  comes  up,  there  is  no  earth 
scattered  outside?”  The  other  members  gave  it  up  and  demanded 
his  answer  under  the  rule.  “Because  he  comes  from  below  and 
drags  the  earth  down.”  Another  member  very  naturally  asked 
“How  does  he  manage  to  come  from  below  ?”  The  reply  was,  “ That 
is  your  question .”  (Laughter.)  This  story  illustrates  my  treat¬ 
ment  of  the  disability  question — I  am  leaving  many  questions  to  be 
answered  by  you.  I  have  raised  points,  and  hinted  at  questions  for 
the  sole  purpose  of  indicating  the  dangers  and  difficulties  in  the  way, 

-  I  have  not  pretended  to  answer  every  question. 

Mr.  Wallace  said  that  we  should  not  move  ahead  until  we  have 
information.  The  Old  Equitable  Society,  the  first  life  company  to 
start  on  a  scientific  basis,  used  the  experience  derived  from  London 
Bills  of  Mortality,  which  did  not  apply  to  life  insurance  conditions 
at  all,  because  of  the  plague  conditions  in  London  prior  to  1740. 
That  table,  however,  was  the  best  they  could  have,  and  after  operat¬ 
ing  for  over  forty  years  they  got  statistics  of  their  own  which  were 
reliable.  Now,  on  this  disability  question  we  have  secured  the  best 
available  statistics  derived  from  the  fraternal  orders  during  twenty 
or  more  years’  experience.  They  are  not  perfect,  but  they  are  the 
best  we  can  have,  and  I  think  we  are  right  in  going  ahead  cautiously 
on  such  statistics,  although  I  would  like  to  see  a  better  and  more 
homogeneous  experience  prepared  at  the  earliest  date — that  prob¬ 
ably  means  ten  years  hence.  In  the  meantime  I  would  never  for  a 
moment  think  of  standing  still  because  we  do  not  have  such  tables. 

I  was  interested  in  Dr.  Mackenzie’s  reference  to  fraternal  orders 
having  found  the  system  unsatisfactory ;  but  so  far  as  I  have  ever 
heard  no  company  has  stopped  using  the  plan  after  having  once 
adopted  it! 
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Mr.  Cox:  I  would  just  like  to  say  that  if  there  was  as  much 
diffidence  on  the  part  of  the  agents  in  the  field  in  expressing  their 
views  as  there  is  on  the  part  of  the  executive  officers,  there  never 
would  have  been  any  life  insurance  companies.  This  is  a  meeting 
intended  for  the  exchange  of  views,  and  we  have  got  two  or  three 
live  questions  here,  as  has  been  evidenced  by  the  speeches  already 
made.  There  are  differences  of  opinion.  Now,  cannot  we  out  with 
them  here  among  ourselves? 

Mr.  George  I.  Cochran,  President,  Pacific  Mutual  Life  Insurance 
Company,  Los  Angeles,  Cal. :  On  this  question  of  total  disability, 
total  infirmity,  there  are  a  great  many  things  I  would  like  to  say.  I 
cannot  say  them  without  arranging  them  systematically  before  you, 
but  the  company  I  represent  has  used  this  clause  for  about  seven 
years.  As  far  as  I  can  remember,  we  have  had  no  litigation  at  all 
during  those  seven  years.  We  started  out  rather  liberally,  but  after  a 
very  short  time  we  decided  to  limit  the  total  disability  at  the  age  of  60. 
We  also  decided  to  eliminate  from  the  total  disability  every  phase 
of  insanity.  That  is  something  we  felt  that  we  could  not  cover. 
Some  other  companies  cover  everything,  but  we  made  those  two 
provisions.  We  felt  in  taking  up  an  innovation  in  life  insurance, 
that  any  good  company  could  not  be  too  conservative,  so  we  have 
carefully  guarded  the  clause. 

I  do  not  think  it  is  necessary  to  enter  into  a  discussion  of  the 
desirability  of  total  disability.  The  public  needs  only  to  be  told 
about  it.  It  wants  it  and  a  great  deal  can  be  said  in  defense  of  it. 
The'  statistics,  I  suppose,  will  come  in  time.  The  question  of  mak¬ 
ing  a  charge  for  it  I  don’t  think  was  thought  of  by  many  companies. 
It  was  given  as  an  additional  benefit.  We  are  serving  the  public  and 
we  want  to  give  as  full  value  as  we  can  for  the  money.  If  we  find 
that  through  favorable  experience  in  mortality  or  interest  earnings, 
or  things  like  that  that  we  can  give  better  value,  rather  than  reduce 
the  premium  rate,  I  think  it  is  our  duty,  and  in  fact  it  is  something 
that  is  more  to  our  interest  to  do.  As  far  as  I  can  see,  the  total 
disability  clause  is  here  to  stay  and  in  time  will  be  put  upon  a  scien¬ 
tific  basis. 

I  may  say,  however,  that  the  workmen’s  compensation  laws  that 
are  being  adopted  by  the  various  states  cover  permanent  and  total 
disability.  The  new  law  in  California,  which  is  rather  radical  and 
goes  into  effect,  I  think,  the  first  of  the  year,  or  perhaps  not  until 
the  first  of  next  July,  has  a  definition  in  it  referring  to  permanent 
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and  total  disability,  and  I  think  before  very  long,  through  those 
various  compensation  laws  throughout  the  Union,  the  courts  will 
establish  very  clear  definitions  of  what  permanent  and  total  dis¬ 
ability  are.  When  the  definition  is  established,  it  will  be  easy  for  us 
to  readjust  our  policies  to  the  new  ideas.  (Applause.) 

Mr.  F.  W.  Jenkins,  President,  Security  Mutual  Life  Insurance 
Company,  Binghamton,  N.  Y. :  I  should  like  to  ask  Mr.  Cochran 
what  that  definition  is. 

Mr.  Cochran  :  I  cannot  give  it  to  you. 

Mr.  Cox  :  It  would  not  be  quite  dignified  for  the  Chairman  to 
inquire  who  has  the  next  brick  to  shy,  and  so  I  make  the  suggestion 
myself.  If  there  are  still  differences  of  opinion,  and  there  are  still 
those  who  think  the  disability  clause  is  disastrous  to  the  business, 
why  don't  we  hear  from  them  ? 

Mr.  Jenkins:  Mr.  Washburn,  an  actuary  recently  of  the  City 
of  Mexico,  but  up  here  for  his  health  now  (laughter),  has  made  a 
study  of  the  compensation  law  at  California,  and  I  think  he  can 
give  us  perhaps  in  brief  the  definition  as  to  that  law.  I  would  like 
to  ask  him  to  do  it. 

Mr.  James  H.  Washburn,  Actuary  and  Assistant  Treasurer, 
La  Latino- Americana  Life  Insurance  Company,  City  of  Mexico: 

I  merely  made  one  statement  to  Mr.  Jenkins,  and  that  was  to  the 
effect  that  under  the  new  California  law,  when  a  man  was  60  per 
cent,  disabled  he  was  considered  completely  disabled. 

The  Chairman:  This  is  really  the  last  call  before  luncheon.  I 
rather  draw  the  inference  that  from  your  silence  I  am  to  imagine 
that  you  would  rather  adjourn,  and  yet  I  feel  that  I  must  give  you 
plenty  of  time  to  overcome  any  diffidence  or  feeling  of  hesitation. 

The  members  of  the  Committee  on  Resolutions  are  requested  to 
remain  in  the  room  after  adjournment.  We  will  reconvene  at  two 
thirty  sharp. 

A  recess  was  thereupon  taken  to  2.30  p.m. 
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SECOND  DAY 

Afternoon  Session 
Friday,  December  12,  1913 

Mr.  George  E.  Ide  in  the  Chair 

The  convention  re-assembled  at  2.30  p.m. 

The  Chairman  :  Some  thirteen  years  ago  the  State  of  North 
Carolina  decided  to  have  an  insurance  department,  but  not  follow¬ 
ing  the  tradition  which  prevailed  in  many  other  States,  they  thought 
it  might  be  advisable  to  put  at  the  head  of  that  department  a  man 
who  knew  something  about  insurance.  Mr.  Young  was  selected  at 
that  time,  and  has  continuously  held  office  since — I  will  not  inquire 
how,  but  it  is  interesting  to  know  that  he  has — and  therefore  Mr. 
Young,  whom  I  am  about  to  introduce,  is  perfectly  fitted  to  speak 
from  a  practical  knowledge  of  the  relationship  between  life  insur¬ 
ance  and  the  State.  As  you  all  know,  Mr.  Young’s  service  to  the 
cause  of  insurance  supervision  was  recently  recognized  by  his  elec¬ 
tion  to  the  presidency  of  the  National  Convention  of  Insurance  Com¬ 
missioners.  Mr.  Young.  (Applause.) 

EVER-INCREASING  INTERDEPENDENCE  BETWEEN 
LIFE  INSURANCE  AND  THE  STATE 

Mr.  Young  spoke  as  follows : 

Mr.  Chairman  and  Gentlemen :  I  appreciate  the  honor  to  my 
State  and  section  of  addressing  this  splendid  organization  of  busi¬ 
ness  men,  but  I  can  merely  refer  to  the  wonderful  industrial  progress 
and  uplift  that  has  come  to  the  South  within  the  last  few  years. 
In  fact,  nothing  more  is  necessary,  for  in  no  way  has  its  progress 
been  shown  more  than  by  the  increase  there  in  the  business  over 
which  you  gentlemen  preside. 

I  bring  you  to-day  greeting  from 

“The  land  of  the  long-leaf  pine; 

The  summer  land  where  the  sun  doth  shine ; 

Where  the  weak  grow  strong,  and  the  strong  grow  great ; 

It’s  from  my  home,  ‘The  Old  North  State.’  ” 


LIFE  INSURANCE  AND  THE  STATE  j/j y 

However  inadequate  I  may  feel  for  the  task,  I  realize  that  I 
stand  here  to-day,  not  as  the  representative  of  any  State  or  sec¬ 
tion,  but  rather  of  the  National  Association  of  Insurance  Commis¬ 
sioners  and  Superintendents,  who  represent  the  government  of  their 
States  and  this  great  nation  as  it  touches  and  deals  with  the  busi¬ 
ness  of  life  insurance,  that,  in  its  great  economic  and  philanthropic 

work,  touches  practically  every  family  of  our  one  hundred  million 
people. 

As  has  been  well  said,  “Life  insurance  has  passed  from  the 
slender,  though  scientific,  basis  on  which  it  was  placed  in  England, 
a  trifle  over  a  century  and  a  half  ago,  to  the  status  of  a  great  finan- 
cial  factor  in  the  business  world,  affecting  all  values,  equalizing  all 
exchanges,  determining  the  character  of  all  investments  and  creating 
for  the  individual  an  opportunity  to  safeguard  himself  and  his  home 
and  to  conserve  his  personal  independence  by  utilization  of  the 
mighty  forces  of  co-operation.” 

With  such  a  clear  and  concise  statement,  I  need  not  even  refer 
to  the  many  things  that  go  to  make  up  and  show  the  magnitude  and 
importance  of  the  life  insurance  business,  its  place  and  power  in  our 
business  world,  and  its  peculiar  value  in  working  out  and  solving 
the  great  economic  problems  before  the  citizens  of  our  nation.  All 
of  these  would  go  to  show  the  close  relation  between  life  insurance 

and  the  Government,  and  the  mutual  help  and  interdependence  that 
exist  between  them. 


The  wisdom  of  your  general  counsel  is  shown  in  having  this  matter 
considered  by  the  officials  of  the  life  insurance  companies  with  the 
nsurance  Commissioners  of  the  different  States,  for  it  is  through 
t  is  medium  that  this  relation  and  interdependence  must  be  handled 
and  worked  out  to  advantage.  If  these  representatives  of  the  com¬ 
panies  and  the  States  do  not  understand  and  appreciate  the  situa¬ 
tion,  then  the  very  closeness  and  interdependence  will  prove  a  men¬ 
ace  and  hindrance  to  the  work-— for  the  problems,  as  they  arise  will 
go  unsolved.  ’ 

It  is  hard  to  take  in  the  immense  business  of  life  insurance  or 
measure  its  part  in  or  value  to  the  business  world,  or  its  far-reaching 
effect  and  benefit  to  the  State  and  her  citizens.  The  beginning  of  the 
year  1913  found  two  hundred  and  twenty-five  legal  reserve  com¬ 
panies  alone  with  over  nineteen  billion  of  insurance  in  force  and 
an  usual  increase  during  this  year  will  show  nearly  twenty-one 
bilhon.  The  assets  were  four  billions  four  hundred  and  five 
millions  of  dollars,  and  the  increase  for  the  present  year  will  make 
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over  four  billions  seven  hundred  millions.  Think  what  the  control 
and  investment  of  this  sum  means  to  the  business  of  the  country. 

There  was  disbursed  by  these  companies  during  1912  over  six 
hundred  and  twenty-six  million  dollars,  70  per  cent,  of  it  to  the 
policyholders ;  while  the  increase  this  year  will  show  a  disbursement 
of  eight  hundred  millions,  or  five  hundred  and  sixty  millions  to  the 
policyholders  and  their  dependents.  Can  any  one  begin  to  measure 
the  value  and  far-reaching  benefits  of  such  a  sum,  paid  out  as  life 
insurance  is,  and  distributed  over  this  country  largely  to  widows 
and  orphans? 

This  wonderful  growth  and  development  of  the  life  insurance 
business  makes  the  State  vitally  interested  in  the  integrity  and  sta¬ 
bility  of  the  corporations  handling  it.  There  is  not  only  the  collec¬ 
tion  of  this  vast  sum  from  the  various  policyholders  scattered  over 
the  whole  country,  but  it  must  be  guarded  and  invested  to  advantage, 
and  followed  in  due  time  with  a  redistribution.  All  must  be  done 
according  to  the  policy  contract  and  the  laws  of  the  country,  and 
with  such  justice  and  fairness  as  will  be  recognized  and  accepted 
by  all.  Again,  these  corporations  and  their  business,  properly  con¬ 
ducted,  become  the  most  powerful  factors  in  teaching  the  people  such 
thrift  and  foresight  as  will  make  them  better  citizens  and  a  blessing 
to  those  dependent  upon  them. 

It  must  be  understood  and  borne  in  mind  by  all — no  less  by  the 
representatives  of  the  Government  than  by  the  officials  who  man¬ 
age  the  gigantic  business  of  the  life  companies — that  there 
are  and  must  be  two  viewpoints  from  which  the  business  and  its 
conditions  are  seen.  Unless  this  is  remembered  there  will  be  a 
failure  to  get  that  broad  and  clear  vision  so  necessary  in  meeting 
the  responsibility  of  handling  in  the  best  manner,  and  successfully, 
the  situations  arising  under  ever-changing  conditions.  Again,  there 
will  be  a  'failure  to  detect  and  avoid  the  tendency  so  common  under 
such  circumstances  to  become  narrow,  and  to  resent  even  a  sugges¬ 
tion  from  others  as  not  only  impracticable  and  unworthy  of  consid¬ 
eration,  but  even  as  presumptuous  interference. 

Some  of  you  gentlemen  may  have  in  mind  cases  where  misun¬ 
derstandings  have  arisen  and  awkward  situations  developed,  as  you 
thought,  because  of  an  assumption  of  authority  by  a  supervising  offi¬ 
cial  without  a  proper  knowledge  or  tact ;  or  because  a  company  offi¬ 
cial,  feeling  that  he  alone  had  an  experience  in  and  knowledge  of 
the  business,  resented  the  exercise  of  authority  as  an  interference; 
or  perhaps  you  may  recall  cases  in  which  the  trouble  was  due  to 
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both,  as  often  happens.  If  so,  you  must  not  conclude  that  my  re¬ 
marks  are  in  any  degree  personal,  or  meant  as  disrespectful  to  either 
the  members  of  your  body  or  my  associates.  The  company  officer 
has  the  experience  and  knowledge,  it  is  true,  and  the  State  official 
the  Government  and  her  laws  behind  him ;  but  neither  should,  nor  can 
in  justice  to  his  duty  and  the  interest  he  represents,  afford  to  ignore 
or  fail  to  consider  carefully  the  views  and  standpoint  of  the  other. 

Looking  back  over  nearly  fifteen  years,  as  I  view  the  insurance 
business  from  the  standpoint  of  supervision,  what  a  panorama  of 
events  passes  before  my  mind’s  eye,  to  say  nothing  of  the  changes 
that  might  be  noted  were  I  to  go  back  nearly  forty  years,  when  I 
first  took  up  life  insurance  as  a  solicitor  and  field  man.  Then,  in 
my  State  at  least,  there  was  practically  no  supervision  of  the  busi¬ 
ness.  What  wonderful  growth  and  improvement!  You  know  how 
your  companies  and  their  business  have  grown  and  expanded  and 
your  methods  improved.  You  know  also  the  development  in  super¬ 
vision,  as  possibly  some  of  you  think  to  too  great  an  extent. 

The  growth  of  life  insurance  and  State  supervision  have  kept 
pace  with  each  other— -all  to  meet  the  demands  of  the  people.  It 
is  popular  among  some  to  make  wholesale  charges  against  State 
officials  of  shaping  their  conduct  to  gain  popular  favor  or  political 
preferment  at  the  expense  of  the  insurance  business.  That  this  is 
now  generally,  or  even  frequently,  the  case,  I  do  not  believe.  The 
charge  is  largely  brought  about  because  some  look  upon  any  con¬ 
sideration  of  the  people’s  views  or  demands  as  demagogical,  and 
because  of  the  acts  of  a  very  few  zealous  but  mistaken  officials. 
Like  other  men,  Insurance  Commissioners  make  mistakes;  but  I 
have  never  known  a  class  of  men  who,  as  a  whole,  brought  to  the 
discharge  of  their  duties  a  better  spirit  or  determination  to  do  the 
right  thing  as  they  saw  it.  In  the  strong  competition  of  the  life  in¬ 
surance  business,  some  insurance  officials  are  prone  to  cater  to  the 
public  with  policy  names,  clauses,  frills  and  alluring  literature.  It 
has  more  than  once  occurred  to  me  that  this  might  subject  them  to  a 
like  criticism  as  is  sought  to  be  placed  upon  Insurance  Commis¬ 
sioners. 

When  I  first  knew  our  National  Convention  of  Insurance  Com¬ 
missioners,  it  was  run  by  a  small  coterie  of  deputy  commissioners — 
the  Commissioners  themselves  being  a  negligible  quantity.  I  am  not 
finding  fault  with  nor  reflecting  upon  the  management.  They  did 
well  for  that  day  and  generation.  The  meetings  were  held  annually, 
as  now ;  but  practically  nothing  was  done  between  them.  At  these 
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meetings  little  was  heard  from  the  Commissioners  or  deputies  except 
a  few  formal  resolutions.  Most  of  the  time  was  taken  up  in  hear¬ 
ing  addresses  from  some  high  insurance  official — in  many  cases  able 
and  very  technical,  or  else  tinged  and  even  highly  colored  with  criti¬ 
cisms  of  how  the  Departments  were  conducted  and  of  the  ignorance 
and  greed  of  the  average  Commissioner.  This  was  usually  illus¬ 
trated  by  the  story  of  some  official  who  had  disgraced  his  State  and 
office,  and  was  never  a  member  of  or  an  attendant  at  the  conven¬ 
tions.  How  different  now ! 

Generally  the  changes  have  been  demanded  by  the  spirit  of  the 
age,  and  the  Commissioners,  after  a  free  consultation  with  you  and 
other  interested  parties,  and  a  thorough  study  of  the  subject,  have 
approved  them,  and  suggested  uniform  laws  to  cover  them  where 
practicable.  An  enlightened  public  is  demanding  to  know  more 
and  more  of  the  details  of  every  business  in  which  they  are  inter¬ 
ested.  The  rank  and  file  of  the  political  party  no  longer  move  at 
the  behest  of  the  leader  or  BOSS. 

They  demand  to  know  the  whys  and  wherefores.  It  is  so  in 
business.  The  people  desire  an  insight  into  all  classes  of  business, 
even  the  great  corporations  and  trusts.  They  want  to  know  about 
railroads,  telegraph  and  telephone  companies,  bank  and  trust  com¬ 
panies,  the  big  insurance  companies,  and  even  the  mysteries  of 
Wall  Street.  The  supervision  of  insurance  is  not,  and  should  not  be, 
behind  other  Governmental  departments  in  its  progress  or  in  re¬ 
sponding  to  the  demands  of  the  people.  If  supervision  fails  to  get 
fair  conditions  with  just  and  uniform  laws,  the  conditions  such  as 
you  gentlemen — in  fact,  all  well-informed  and  thoughtful  insurance 
men — think  are  great  and  serious  evils,  will  be  hastened.  I  refer  to 
absolute  and  despotic  supervision  and  regulation,  or  else  State  in¬ 
surance  pure  and  simple,  the  whole  insurance  business  being  turned 
over  to  the  State.  Intelligent  and  thoughtful  men  can  but  feel  that 
the  life  insurance  companies  of  to-day  are  handling  this  colossal 
business  and  immense  funds  better  than  the  State  or  nation  could 
do  through  departments  or  employees. 

So  far,  supervision  has  kept  pace  with  the  business  controlled  and 
managed  by  you  gentlemen  as  it  has  year  by  year  expanded  and  im¬ 
proved  in  respect  to  the  call,  not  of  the  wild,  but  of  the  enlightened 
public  opinion  of  our  people.  The  people  now  call  for  and  demand 
strict  supervision  of  all  classes  of  business,  but  especially  of  the  in¬ 
surance  business.  They  are  entitled  to  it,  and  the  problem  is  to 
make  it  a  help  and  not  a  hindrance  to  the  business.  Supervision, 
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as  now  conducted,  has  helped  the  growth  of  the  companies,  and  pro¬ 
duced  a  better  feeling  among  them.  They  have  learned  to  know 
each  other  better  and  to  distrust  each  other  less,  to  feel  that  the 
success  of  one,  instead  of  hurting,  is  a  decided  advantage  to  the 
other.  I  need  not  in  this  presence  go  into  a  detail  of  the  upbuilding 
of  the  life  insurance  business.  You  know  it  better  than  I  do,  or 
could  tell  it,  if  I  knew  it  ever  so  well.  The  great  upheavals  follow¬ 
ing  the  most  rigid  and  searching  investigations,  that  were  expected 
to  destroy  the  business,  have  only  shown  how  deep  and  solid  were 
its  foundations  and  far-reaching  its  blessings,  though  scarred  and 
marred  by  improper  practices  and  selfish  men. 

The  business  has  risen  each  time,  not  destroyed  or  even  injured, 
but  purified  and  strengthened  by  passing  through  the  crucial  test. 
It  is  true  some  men  have  gone — some  deservedly,  and  to  the  ad¬ 
vantage  of  the  business;  and  others  undeservedly,  the  victims  of 
circumstances  and  conditions— -but  there  still  remain  some  whom  we 
delight  to  honor,  for,  like  their  great  institutions,  they  hold  a  com¬ 
manding  position  and  are  well  worthy  of  our  confidence  and  admira¬ 
tion.  I  never  meet  one  but  that  I  feel  the  power  of  his  presence 
and  a  desire  to  do  him  honor,  not  only  for  what  he  is,  but  for  what 
he  has  passed  through  in  trials,  working  out,  as  with  his  life’s  blood, 
the  growth  and  destiny  of  his  great  company. 

A  Commissioner  is  unfit,  certainly  not  qualified,  for  his  place  who 
is  not,  by  experience  or  training,  or  cannot  make  himself  by  ap¬ 
plication,  competent  to  help  his  people  to  decide  what  principles  are 
best  to  be  embodied  in  their  laws  and  the  proper  shape  in  which 
they  should  be  written.  I  know  I  am  setting  a  high  ideal,  but  it  is 
in  accordance  with  my  conception  of  the  duties  and  responsibilities 
of  the  office.  A  man  who  is  no  better  in  his  knowledge  or  ideals 
than  to  seek  out  or  even  follow  laws  or  rulings  suggested  by,  or  to 
court,  public  favor,  is  certainly  not  a  proper  person  to  stand  for 
his  people  in  formulating  laws  or  properly  enforcing  them.  He  is 
not  the  man  who,  as  an  official,  will  bring  things  to  pass  for  the 
best  interest  of  his  constituents  or  the  companies  who  serve  them. 

It  is  with  great  pleasure,  in  which  I  am  sure  you  share,  that  I 
pause  to  pay  a  tribute  to  those  Commissioners  who,  as  supervising 
officials,  have  left  their  impress  upon  the  business  by  their  wise 
counsel  and  foresight.  To  many  of  them  I  feel  especially  drawn, 
and  consider  m}  self  fortunate  in  having  had  such  men  as  my  asso¬ 
ciates  and  co-laborers,  knowing  as  I  do  the  fine  character  and  great 
ability  shown  by  them  in  the  work.  Some  of  them  have  passed 
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away  and  gone  to  their  rewards.  Others  sometimes  join  us,  and 
it  is  always  a  pleasure  to  greet  them  and  note  their  continued  in¬ 
terest  in  the  work,  though  they  have  been  called  to  other  duties  and 
responsibilities. 

A  knowledge  of  the  insurance  business  reveals  many  and  serious 
problems,  and  the  fact  that  in  the  future,  as  in  the  past,  they  will 
be  solved  to  the  best  advantage  by  a  co-operation  of  those  who  run 
the  business  and  those  who  are  charged  by  law  with  its  supervision. 
Much  undertaken  by  the  Commissioners  is  at  the  demand  of  the 
people  and  the  agents,  as  well  as  upon  the  suggestion  of  some  of  the 
wisest  and  broadest  of  the  company  officials,  who,  very  properly, 
lend  their  knowledge  and  experience.  The  departments  bring  about 
many  desirable  changes  and  reforms,  impossible  of  the  companies 
alone,  because  of  their  different  views.  These  differences  in  views 
and  feelings  arise  from  competition,  distrust,  local  and  other  con¬ 
ditions.  These  many  problems  of  interest  to  the  supervising,  as 
well  as  the  managing  officials,  illustrate  the  interdependence  between 
the  State  and  life  insurance. 

We  have  State  supervision.  Many  long  for  Federal  supervision. 
Which  is  best?  Is  Federal  supervision  probable  or  possible?  I  am 
not  an  authority  on  the  subject.  My  time  and  powers  have  been 
too  much  occupied  in  the  practical  everyday  work  and  problems 
of  State  supervision  for  me  to  theorize  about  Federal  supervision. 
Matters  might  improve,  but  will  they?  The  trouble,  I  fear,  may  be 
that  in  State  supervision,  which  we  have,  we  are  dealing  with  the 
actual  conditions,  while  as  to  Federal  supervision  we  theorize  about 
the  ideals. 

The  taxation  problem  is  ever  before  us,  and  it  is  with  all  who 
pay  taxes.  You  will  find  few  who  take  any  pride  or  satisfaction 
in  what  they  pay  in  taxes.  They  all  feel  that  the  other  fellow  is 
getting  the  best  of  it.  Of  course,  life  insurance  pays  too  much  for 
taxes.  Who  does  not,  or  at  least  feels  that  he  does?  I  have  some¬ 
times  felt  that  the  claims  so  strenuously  put  forth  that  life  insur¬ 
ance  should  pay  no  taxes  has  hindered  rather  than  helped  to  reduce 
the  taxes  to  a  lower  or  more  equitable  basis.  The  people  may  agree 
to  a  fair  basis  for  taxes,  but  seldom  to  relieving  any  business  corpo¬ 
ration  of  all  taxes.  The  time  will  come  when  the  taxes  on  life  in¬ 
surance  companies  will  be  reduced  to  a  fair  and  just  rate,  but  we 
will  hardly  ever  see  the  business  relieved  entirely  of  all  taxation. 

You  know  what  has  been  accomplished  in  improving  and  in 
standardizing  insurance  blanks.  In  some  cases  they  have  been  en- 
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larged  in  response  to  the  demand  for  greater  publicity,  but  they  have 
become  uniform  and  of  greater  service  and  value  to  the  Depart¬ 
ments  and  the  public,  though  a  somewhat  greater  burden  to  the 
companies. 

The  valuation  of  securities  has  been  reduced  to  a  fine  point,  so 
that  now  one  valuation  is  made  and  accepted  by  practically  all  the 
different  Departments.  As  now  made,  it  is  looked  upon  as  fair 
and  just  and  to  be  relied  upon. 

The  examinations  made  by  the  Departments,  while  still  burden¬ 
some  to  the  companies,  have  been  systematized  by  the  Convention’s 
Committee  on  Examinations.  It  is  seldom  now  that  any  Depart¬ 
ment  examines  a  company  outside  of  its  own  State  without  first 
taking  it  up  with  the  Chairman  of  the  Committee,  and  he  with  the 
Commissioner  of  the  home  State ;  then  the  examination,  if  found 
necessary,  or  desirable,  is  conducted  by  one  or  more  Departments, 
one  being  the  home  Department.  The  raiding  of  companies  by  ex¬ 
aminations  for  gain  has  about  ceased,  and  all  feel  that  under  the 
present  system  the  examination,  while  a  burden,  at  least  is  neces¬ 
sary  and  fair,  and  when  made  is  of  value  to  the  company,  as  well  as 
satisfactory  to  the  Departments  and  the  public. 

The  legislation  problem  is  being  solved  to  some  extent  through 
uniform  laws.  It  is  now  much  easier  in  any  State  to  pass  a  law 
known  as  a  uniform  law,  recommended  by  the  Convention  of  In¬ 
surance  Commissioners,  and  generally  accepted  by  the  States. 

There  are,  of  course,  many  other  questions,  such  as  investments, 
settlements,  annual  reports,  policy  conditions  affecting  surplus,  cash, 
loan  and  paid-up  values.  These  and  other  problems  are  being  met 
and  settled  by  the  co-operation  already  referred  to.  There' is  a 
better  understanding  and  closer  relation  between  all  interested 
parties.  A  proper  supervision  helps  companies  by  protecting  them 
from  distrust  and  unjust  criticism.  The  public  has  some  one  to 
go  to  for  information  besides  the  representatives  of  the  companies, 
and  is  generally  willing  to  accept  and  rely  upon  the  information  re¬ 
ceived  from  the  Departments.  Proper  supervision  also  protects 
good  companies  from  the  shock  to  business  occasioned  by  the  pro¬ 
motion  and  disintegration  of  unworthy  and  unstable  organiza¬ 
tions. 

It  was  a  realization  of  the  real  situation  as  to  life  insurance  that 
recently  prompted  a  statement  from  my  friend,  the  able  and  dis¬ 
tinguished  Superintendent  of  Insurance  of  the  great  State  of  New 
York.  He  said  he  could  not  propose  any  legislation  in  regard  to 
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life  insurance  which  would,  in  his  opinion,  be  of  advantage,  and 
paid  this  fine  tribute  to  the  business  as  now  conducted : 

“The  business  of  life  insurance  in  the  United  States,  as  conducted 
to-day  by  all  the  large  and  responsible  companies,  stands  upon  a 
splendidly  secure  foundation.  Most  of  the  technical  questions  re¬ 
lating  to  the  business  have  been  solved,  and  solved  for  all  time.  It 
is  a  standardized  business.  It  has  ceased  to  be  a  speculative  busi¬ 
ness.  The  policy  contracts  issued  by  the  great  companies  are  as  safe 
as  if  the  credit  of  the  government  were  behind  them.” 

There  is  no  question  as  to  the  progress  and  splendid  results  in 
the  life  insurance  business.  The  evidence  is  overwhelming.  From 
a  mere  wager,  or  a  desire  to  protect  one’s  family,  the  business  has 
advanced  to  not  only  the  protection  of  our  loved  ones,  but  of  our 
business  and  business  associates.  From  the  protection  afforded  by 
a  friendly  society,  or  an  agreement  among  a  few  associates  or 
friends,  the  business  has  passed  to  large  corporations,  stock  and 
mutual,  with  millions  of  dollars  of  assets.  In  place  of  a  simple 
agreement,  we  have  a  well-studied  and  digested  policy  contract.  In  • 
place  of  a  free  and  easy,  go-as-you-please  conduct  of  the  business, 
we  find  a  strict  and  painstaking  management  by  men  of  the  highest 
character  and  financial  ability  under  the  strictest  and  most  far- 
reaching  supervision  and  widest  publicity. 

In  all  these  steps  the  importance,  magnitude  and  usefulness  of  life 
insurance  have  kept  pace  with  the  advance.  The  business  no  longer 
moves  or  evolves  its  work  without  the  Government  and  its  laws. 
The  State,  in  its  onward  progress  and  wonderful  industrial  develop¬ 
ment,  can  no  longer  neglect  or  do  without  life  insurance  and  its 
support  and  aid  to  business.  The  State  also  needs  and  profits  by  its 
philanthropic  work  of  training  her  citizens  to  lives  of  thrift  and  use¬ 
fulness,  by  which  they  keep  their  dependent  ones  from  want  and 
penury,  and  even  from  becoming  charges  upon  the  State  and  her 
citizens.  The  millions  collected  and  kept  for  distribution  when 
needed  must  be  safely  invested,  and  thus  furnish  a  large  part  of  the 
capital  used  by  railroads  and  other  corporations,  and  for  the  indus¬ 
trial  development  of  our  country. 

In  conclusion,  Mr.  Chairman  and  gentlemen,  I  would  say.  that 
while  life  insurance  is  one  of  the  most  important  subjects  of  legis¬ 
lation,  agitation  concerning  it  has  about  ceased.  It  is  a  matter  of 
congratulation  that  it  is  so.  To  the  members  of  this  Association, 
and  those  connected  with  them  in  the  management  and  upbuilding 
of  this  great  business,  I  would  offer  my  sincere  congratulations  for 
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what  they  have  done,  and  best  wishes  for  continued  success.  In 
this  I  am  sure  I  voice  the  sentiments  of  my  associates  in  the  super¬ 
visory  work,  as  well  as  of  their  constituents.  With  the  realization 
of  the  ever-increasing  interdependence  between  life  insurance  and 
the  State,  I  trust  and  predict  there  will  come  an  ever-increasing 
broadness  of  vision,  singleness  of  purpose  and  renewed  efforts  on  the 
part  of  both  supervisors  and  supervised  to  upbuild  and  establish 
upon  the  firmest  foundation  this  great  business. 

That  great  American  citizen,  Grover  Cleveland,  uttered  this 
prophecy  : 

“American  life  insurance  will  live  to  bless  our  people  as  long  as 
American  civilization  lasts,  and  will  widen  and  grow  as  long  as 
civilized  man,  while  living,  takes  forethought  of  the  event  of  death.” 

With  a  hearty  “Amen,”  so  say  we  all. 

The  Chairman  :  The  next  speaker  whom  I  have  the  pleasure  of 
introducing  is  Mr.  Henry  Abels,  President  of  the  American  Life 
Convention,  who  will  address  us  on  the  subject  of  the  “Interdepend¬ 
ence  Between  Life  Insurance  Companies.”  As  Mr.  Abels’  company, 
the  Franklin  Life,  is  also  a  member  of  this  Association,  he  is  well 
qualified  to  speak  on  this  topic. 


EVER-INCREASING  INTERDEPENDENCE  BETWEEN 
LIFE  INSURANCE  COMPANIES 

Mr.  Abels  spoke  as  follows : 

Mr.  Chairman  and  Gentlemen : — -As  a  representative  of  the 
American  Life  Convention,  I  bring  to  you  fraternal  greetings  from 
that  organization,  and  I  wish  to  express  my  appreciation  of  the 

honor  conferred  upon  me  in  being  asked  to  address  you  on  this 
occasion. 

Having  knowledge  of  the  caliber  of  the  men  who  would  attend 
this  meeting,  I  will  make  no  secret  of  the  fact  that  when  the  invita¬ 
tion  came  I  was  overwhelmed  with  the  thought  of  endeavoring  to  say 
something  new  to  such  a  body  of  acknowledged  insurance  experts. 
After  reading  Mr.  Cox  s  letter  the  second  time,  however,  and  noting 
more  particularly  the  subject  assigned,  it  occurred  to  me  that  after 
all  I  was  not  expected  to  startle  you  with  a  brand-new  theory  of 
life  underwriting,  but  rather  to  discuss  briefly  some  features  of  a 
recognized  principle,  the  application  of  which  has  been  more  or  less 
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disregarded  by  those  directing  the  affairs  of  the  life  insurance  busi¬ 
ness. 

The  subject  upon  which  I  have  been  asked  to  speak  is  “The  Ever- 
increasing  Interdependence  between  Life  Insurance  Companies.” 

The  Continental  Congress  of  1776  had  heard  the  report  of  its 
committee  of  five — that  memorable  document  declaring  the  Colonies 
to  be  free  and  independent  States. 

The  votes  of  these  representatives  of  the  people,  setting  the  seal 
of  approval  on  the  course  outlined,  were  delayed  by  spirited  debates 
over  the  great  issues  at  stake. 

At  last  came  the  signing  of  the  instrument  when,  overcome  by  his 
eagerness  for  unity,  John  Hancock  exclaimed,  “We  must  be  unani¬ 
mous,— we  must  all  hang  together.” 

“Yes,”  quickly  retorted  Benjamin  Franklin,  “or  most  assuredly 
we  shall  all  hang  separately.” 

The  unparalleled  progress  of  our  nation  is  a  history  of  achieve¬ 
ment  of  united  forces.  America’s  recognized  standing  among  the 
powers  of  the  world  to-day  is  a  tribute  to  the  oneness  at  heart  of 
her  people.  Whatever  difference  of  opinion  as  to  governmental 
policy  in  any  instance  may  mark  individuals, — the  welfare  of  our 
country  is  of  paramount  importance  to  all,  and  our  citizens  present 
an  unbroken  front  to  the  other  nations. 

Every  great  movement  has  its  pioneers,  seeking  out  the  land  and 
laying  the  foundation  on  which  others  build.  The  great  structure  of 
life  insurance  had  its  commencement  in  this  manner,  and  those  early 
artisans  builded  better  than  they  knew. 

Having  its  inception  in  the  primitive  institutions  for  mutual  aid, 
life  insurance  has  steadily  developed  with  the  growth  in  population 
and  the  consequent  demand  for  it. 

Glancing  back,  we  behold  the  pioneers  of  American  life  insurance 
placing  the  first  stone  of  its  foundation  in  1759.  Few  more  were 
added  until  the  early  part  of  the  nineteenth  century,  when  many 
companies  followed  the  trail  of  the  hardy  prospectors  of  the  previous 
years. 

Since  1842 — from  which  modern  legal  reserve  life  insurance  of 
this  country  may  be  said  to  date — these  organizations  have  multi¬ 
plied  until  in  our  own  time  they  form  one  of  the  chief  economic 
forces  of  the  nation. 

Where  one  blazes  the  trail,  others  follow.  The  path  is  gradually 
widened  by  the  constantly  increasing  numbers  that  pass  over  it, — 
and  yet  there  is  room  for  all. 
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But  the  trail  of  life  insurance  has  not  been  entirely  free  from 
obstructions,  nor  have  the  companies  in  their  onward  march  been 
secure  from  molestation  by  enemies.  They  have  been  attacked  many 
times  by  guerilla  bands,  and  on  several  occasions  have  had  to  defend 
the  institution  in  what  for  the  time  at  least  appeared  to  be  real 
warfare. 

For  some  years  prior  to  1905  there  was  little  indication  of  the 
fact  that  life  insurance  companies  were  interdependent.  They 
seemed  to  have  forgotten  the  lesson  of  ’76,  that  “In  Union  there  is 
Strength,”  and  many  of  them  gave  evidence  of  the  belief  that  they 
preferred  “going  it  alone.” 

Except  along  medical  and  actuarial  lines,  there  was  little  co-opera¬ 
tion  between  home  offices.  On  the  contrary,  “other  companies” 
were  generally  looked  upon  as  dangerous  rivals  to  be  dealt  with 
only  at  arm’s  length. 

Rebating,  twisting,  agency  poaching,  competitive  literature  with 
its  misleading  effects,  and  other  censurable  practices  were  indulged 
in  freely.  These  evils  were  recognized  and  their  existence  deplored 
by  many  company  executives  and  others  engaged  in  the  business, 
but  there  was  little  or  no  co-operative  effort  made  to  eliminate  or 
even  to  minimize  them. 

Then  came  the  Armstrong  investigation, — the  “insurance  war  of 
1905-6.”  You  all  know  its  history,  and  I  will  not  detain  you  by  a 
detailed  account  of  the  happenings  of  that  period.  Suffice  it  to  say 
that  the  investigation  disclosed  the  fact  that  certain  companies  were 
arbitrarily  and  extravagantly  managed  and  that  certain  other  repre¬ 
hensible  practices  had  crept  into  the  conduct  of  the  business,  but  it 
also  demonstrated  to  the  public  that  legal  reserve  life  insurance  is 
founded  on  scientific  principles  and  that  the  institution  is  on  a  sound 
financial  basis. 

Following  the  investigation  itself  came  the  renowned  “Committee 
of  Fifteen”  and  the  deluge  of  regulative  legislation.  You  know  all 
about  that,  too,  and  I  will  pause  only  to  say  that  while  much  alarm 
was  felt  at  the  time  over  the  outcome,  and  while  some  laws  were 
enacted  and  still  exist  that  are  harmful  to  policyholders,  the  life 
insurance  statutes  of  the  States  generally,  from  a  supervisory  stand¬ 
point,  were  made  better  and  more  uniform. 

During  all  that  period  of  anxiety  and  uncertainty,  frenzied  attacks 
of  the  guerilla  brand  were  made  upon  the  institution  of  life  insur¬ 
ance  in  general  and  certain  companies  in  particular.  The  effect  of 
this  was  felt  for  a  time  by  all  the  companies  and  was  manifested  in 
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an  abnormal  lapse  rate  among  existing  policies  and  greatly  reduced 
sales  of  new  insurance. 

But  out  of  it  all  life  insurance  has  emerged  stronger  and  better, 
and  more  favorably  understood  by  the  insuring  public,  than  ever 
before.  The  interests  of  policyholders  are  more  thoroughly  safe¬ 
guarded,  underwriting  conditions  generally  are  on  a  higher  plane, 
more  capable  men  are  being  appointed  as  heads  of  our  several  in¬ 
surance  departments,  and  more  scientific  methods  have  been  adopted 
for  departmental  supervision  and  management. 

And  what  has  brought  about  these  improvements?  A  realization 
by  all  those  having  to  do  with  life  underwriting  of  their  interde¬ 
pendence,  crystallized  into  active  co-operation, — 

Co-operation  between  Insurance  Department  heads  through  the 
National  Association  of  Insurance  Commissioners ; 

Co-operation  between  insurance  companies  through  the  Associa¬ 
tion  of  Life  Insurance  Presidents,  the  American  Life  Convention, 
Actuarial,  Medical  and  other  societies; 

Co-operation  between  agents  through  the  National  Association  qf 
Life  Underwriters. 

As  the  several  parts  of  a  building  work  independently,  yet  supple¬ 
ment  each  other,  so  each  company,  dependent  upon  its  native  ability 
for  existence,  is  nevertheless  a  vital  part  of  the  structure  of  life 
insurance. 

Any  building  is  affected  by  the  condition  of  its  many  parts.  In 
proportion  as  they  are  kept  in  repair  and  successfully  meet  the  pur¬ 
poses  for  which  they  are  designed,  so  stability,  usefulness  and  de¬ 
sirability  are  added  to  the  whole. 

The  structure  of  life  insurance  is  dependent  in  the  same  manner 
upon  the  companies  composing  it.  Whatever  benefits  one  company 
is  an  advantage  also  to  the  others;  whatever  injures  one  works  a 
detriment  to  all.  This  was  strongly  exemplified  during  the  life  in¬ 
surance  upheaval  already  referred  to. 

It  is  a  well-known  fact  that  some  defective  material  and  some  dis¬ 
honest  work  occasionally  find  their  way  into  the  best  and  most 
carefully  planned  building,  and  that  confusion  results  from  the  en¬ 
deavor  to  remedy  the  defects  and  to  bring  about  the  desired  sound 
condition  of  each  part. 

So  when  in  1905-6  spurious  methods  were  found  to  exist  in  the 
management  of  some  of  the  companies,  and  the  whole  structure 
came  under  the  ban  of  undeserved  criticism,  almost  hopeless  dis¬ 
order  resulted  from  an  effort  to  eliminate  the  evils.  Then,  as  never 
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before,  were  life  underwriters  confronted  with  the  necessity  for 
concerted  action  in  maintaining  the  solid  basis  of  their  establish¬ 
ment.  The  futility  of  “hanging  separately”  was  apparent. 

By  co-operative  measures  they  met  the  assault  and  defended  the 
honor  of  the  institution.  In  the  impairment  of  the  public  confidence 
suffered  by  all  the  companies,  it  required  their  united  force  to  over¬ 
come  the  prejudices  created  and  to  restore  the  people’s  faith.  The 
companies  faced  the  issue,  sustaining  the  rightful  firm  and  safe 
position  of  legitimate  life  underwriting,  and  they  have  continued 
and  must  ever  continue,  together,  to  uphold  the  lofty  principles  of 
the  profession. 

Executive  officers  must,  of  course,  concern  themselves  largely  with 
the  problems  of  the  particular  company  with  which  they  are  con¬ 
nected;  nevertheless  the  business  has  reached  a  point  of  develop¬ 
ment  where  each  man  engaged  in  it  must  be  a  representative  of  the 
institution  as  a  whole. 

#  Each  company  should  be  interested  in  bringing  about,  by  co-opera¬ 
tion,  whatever  reform  may  be  needed  in  the  administration  of  other 
companies,  rather  than  in  advertising  their  shortcomings  and  in  try¬ 
ing  to  destroy  them.  Mutual  confidence  and  unity  of  action  will 
result  in  the  elimination  of  evils  yet  existing.  Suspicion  and  dis¬ 
sension  are  almost  sure  to  lead  to  destruction. 

The  inter-relation  of  the  companies  is  strongly  emphasized  in  the 
matter  of  legislation.  The  attitude  of  the  several  legislatures  is 
largely  reciprocal ;  a  law  enacted  in  one  State  that  militates  against 
foreign  companies  is  almost  certain  to  be  followed  by  acts  of  a  re¬ 
taliatory  character  in  other  States. 

While  reasonable  regulation  of  great  enterprises  is  necessary  to 
the  public  welfare,  it  is  generally  conceded  that  the  tendency  of  the 
times  is  toward  too  much  legislation.  Large  numbers  of  good  laws 
exist  for  the  promotion  and  safe-guarding  of  so  important  a  com¬ 
modity  as  life  insurance,  and  the  companies  are  mutually  interested 
in  the  enforcement  of  the  same.  They  are  equally  interested  in  the 
repeal  of  such  acts  as  may  work  hardship  or  injustice  upon  com¬ 
panies  or  policyholders. 

To  the  end  that  sane  measures  only  may  result  from  legislative 
action,  it  has  become  imperative  that  the  united  influence  of  the  com¬ 
panies  be  exerted  in  promoting  the  legislative  needs  of  sound  life 
insurance  by  education  of  the  people  concerning  the  principles  gov¬ 
erning  it.  Through  such  federation  of  the  companies,  there  is  being 
evolved— slowly  but  surely— improved  conditions  for  underwriting 
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and  a  more  widespread  common-sense  attitude  toward  the  entire 
structure  of  life  insurance. 

Perhaps  no  more  significant  feature  of  legislation  claims  the  com¬ 
bined  attention  of  the  insurance  companies  than  does  that  of  taxa¬ 
tion.  In  its  last  analysis  taxation  of  companies  is  a  tax  on  policy- 
holders’  thrift  and  desire  for  economic  independence  of  their 
families,  and  only  through  the  companies’  closest  association  in 
dealing  with  its  different  phases  may  they  ultimately  succeed  in 
obtaining  for  policyholders  rightful  recognition  and  equitable  treat¬ 
ment  in  this  important  branch  of  political  economy. 

With  the  increased  density  of  the  population  of  our  country’s  vast 
domains,  there  has  followed  a  prodigal  expenditure  from  the  many 
storehouses  of  nature  which  is  seriously  affecting  both  the  present 
and  the  future  public  good.  Alarmed  at  prevailing  conditions,  the 
nation  is  seeking  to  arouse  her  people  in  an  effort  to  reduce  the  woe¬ 
ful  waste  in  her  natural  resources. 

Conservation  has  become  the  keynote  in  the  economic  and  in¬ 
dustrial  world  to-day.  It  is  imperative  in  the  great  scheme  of  life 
that 

“We  should  so  live  and  labor  in  our  time  that  what  came  to  us 
as  seed  may  go  to  the  next  generation  as  blossom,  and  that  what 
came  to  us  as  blossom  may  go  to  them  as  fruit.” 

Life  insurance — than  which  there  is  no  greater  influence  for  eco¬ 
nomic  and  social  advancement — has  embodied  in  its  very  existence 
the  supreme  idea  of  conservation.  The  life  companies,  responding 
to  present-day  needs,  are  directing  their  forces  toward  increased 
action  in  placing  the  institution  of  life  insurance  as  a  foremost 
factor  in  the  general  conservation  movement. 

Again  is  seen  the  interdependence  of  the  companies.  Not  the 
efforts  of  one  alone,  but  the  combined  efforts  of  all  produce  results 
in  conserving  the  interests  of  humanity  through  life  insurance.  By 
co-operation  the  recent  Medico-Actuarial  investigation  into  the  mor¬ 
tality  of  about  three  hundred  classes  of  risks  has  brought  about 
results  of  greatest  value  in  the  selection  of  individual  risks  and  the 
extension  of  life  insurance  service  to  the  largest  number  of  people 
compatible  with  safety. 

Human  life — the  most  vital  asset  of  the  nation — is  the  essential 
element  of  the  institution  of  life  insurance.  The  growth  of  hu¬ 
manity  is  augmented  by  decreasing  the  waste  caused  by  needless 
deaths  from  improper  methods  of  living.  The  prevention  of  disease 
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and  the  conservation  of  health  are  a  matter  of  mutual  welfare  and 
advancement  for  life  companies.  Their  close  touch  with  large  num¬ 
bers  of  people  affords  an  excellent  opportunity  for  the  presentation 
of  hygienic  principles  and  the  invaluable  results  to  individuals  and 
communities  from  an  observance  of  them. 

Interdependent^  must  the  companies,  as  benefactors  of  mankind, 
seek  to  educate  the  masses  with  regard  to  prevention  of  disease  and 
conservation  of  health,— thus  lessening  sickness,  suffering  and  sor¬ 
row,  and  promoting  the  happiness  of  the  race.  Plans  have  been 
formulated  and  put  in  operation  by  some  of  the  companies  for  the 
conservation  of  life  made  possible  when  based  upon  the  principles  of 
right  living.  Awakened  interest,  dissemination  of  knowledge  on  this 
vital  subject,  improved  conditions  of  labor,  greater  attention  to  health 
everywhere,  give  unmistakable  evidence  of  the  serious  intent  of  the 
people  to  prolong  life  and  to  reap  the  benefits  accruing  thereto. 

While  the  press  is  a  powerful  agent  in  keeping  before  the  public 
the  necessity  and  manner  of  health  conservation,  yet  the  life  solicitor 

a  missionary  of  the  highest  type — has  untold  advantages  for  im¬ 
pressing  the  people  with  the  importance  of  self-preservation _ “the 

first  law  of  life.” 

Indeed,  the  life  agent  occupies  such  an  extremely  important  place 
m  relation  to  the  public,  his  own  company,  as  well  as  to  all  others, 
that  his  position  is  in  many  senses  a  unique  one.  He,  too,  comes 
within  the  scope  of  conservation,- — not  only  in  right  physical  living 
but  in  ethical  development  and  business  capacity. 

For  many  years  the  soliciting  force  of  nearly  all  companies  had 
within  its  ranks  a  corps  of  seemingly  successful  agents  whose 
methods  were  characterized  by  misrepresentation,  rebating,  twisting 
and  other  high  pressure  means,— the  outgrowth  of  an  abnormal  de¬ 
sire  for  mere  volume  of  new  business.  The  payment  by  a  few  com¬ 
panies  of  extravagant  commissions,  bonuses,  and  other  inducements 
for  the  securing  of  applications  wras  largely  responsible  for  the 
disorder  created.  The  disease  was  contagious  and  many  companies 
became  infected  with  the  high  pressure  microbe,  the  extent  of  the 
infection  of  each  company  being  measured  by  its  power  of  resist¬ 
ance,  in  other  words,  by  its  ability  to  compete  for  agents. 

As  suffering  in  one  form  or  another  is  the  inevitable  accompani¬ 
ment  of  any  illness,  so  the  prevailing  malady  worked  its  havoc 
among  policyholders  and  companies.  Gradually,  came  a  realization 
by  the  companies  of  the  gravity  of  the  situation  and  that  instant 
corrective  measures  must  be  applied.  It  was,  and  is,  another  case 
of  “United  we  stand,  divided  we  fall.” 
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Co-operation  of  the  companies  in  the  adoption  of  a  high  ethical 
standard  and  the  exaction  of  conformity  thereto,  is  evolving  a  con¬ 
servation  of  the  best  type  of  solicitor  whose  work,  not  for  a  day 
only  but  for  all  time,  will  reflect  credit  upon  himself,  his  company, 
and  the  whole  field  of  life  insurance. 

The  rebater,  the  twister,  the  lightning  solicitor  are  rapidly  being 
relegated  to  the  past.  The  agency  force  of  the  present  is  composed 
mainly  of  those  who,  rooted  in  the  faith  and  appreciative  of  its  vast 
benefits,  are  untiring  in  their  efforts  to  instill  that  confidence  in  the 
institution  of  life  insurance  that  should  be  possessed  by  the  insuring 
public. 

The  principles  of  life  insurance  are  sure,  its  foundation  is  right, 
and  the  structure  will  endure  as  long  as  the  heart  of  man  continues 
to  expand  in  protective  interest  and  care  and  solicitude  for  its 
fellow  men. 

Conservation  by  the  companies  calls  for  such  saving  to  their 
policyholders  as  is  made  feasible  by  the  exigencies  of  the  business. 
The  lapsing  of  policies, — whether  due  to  twisting  or  misrepresenta¬ 
tion  (the  field  unfortunately  not  being  entirely  cleared  of  the  prac¬ 
tices),  or  whether  due  to  ignorance  of  values  or  the  inability  to 
provide  requisite  funds  for  their  maintenance, — is  a  matter  of  deep 
importance  to  policyholders  as  a  whole  and  to  the  companies  in 
particular. 

Right  methods  in  the  sale  of  insurance — presenting  policies 
squarely  on  their  merits — are  imperative  if  business  is  to  be  main¬ 
tained  on  the  books.  The  closer  association  between  companies  and 
agents  has  reduced,  and  will  continue  to  reduce,  the  great  waste  in 
this  connection. 

The  conservation  of  agencies  is  one  of  the  greatest  economic  prob¬ 
lems  of  the  life  business,  the  solution  of  which  rests  entirely  upon 
the  co-operation  of  the  companies.  The  twisting  of  agents  is  a 
prime  reason  for  lapse,  results  in  financial  loss  to  companies  and 
policyholders,  and  is  unethical  viewed  from  any  standpoint.  Like 
all  reformations,  it  will  take  time  and  most  careful  consideration 
and  strenuous  corrective  measures  by  the  companies  to  evolve  a 
system  that  will  result  in  absolute  fair  dealing  between  them  in  this 
particular, — undoubtedly  one  of  the  strongest  supports  upon  which 
rests  the  dignity  of  life  underwriting. 

In  this  progressive  age,  there  is  no  room  for  the  laggard.  One 
must  keep  in  step  or  get  to  the  side  and  be  content  to  watch  the 
procession  file  by.  The  companies  are  abreast  of  the  time.  They 
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are  proving  it  in  their  eagerness  to  work  together  for  reform  of  all 
practices  tending  in  any  way  to  degrade  the  professional  ethics  of 
the  business.  They  have  unitedly  accomplished  much  for  the  good 
of  humanity  in  minimizing  unfair  costly  competition,  in  eliminating 
to  a  large  degree  competitive  literature  of  doubtful  nature,  and  in 
creating  healthier  conditions  of  competition. 

Thei^  rests  upon  them  the  further  duty  of  curbing  the  present- 
day  tendency  toward  undue  and  unsafe  liberality  in  certain  policy 
conditions,  such  as  policy  loans,  large  surrender  values  especially  in 
tne^early  years,  and  payment  of  unearned  dividends  to  policyholders. 

#  The  eradication  of  obstructions  to  true  progress  and  the  substitu¬ 
tion  of  desirable  materials  which  may  appropriately  enter  into  the 
building  of  life  insurance  are  necessarily  a  gradual  progress.  The 
achievements  of  the  past  are  worthy  of  much  praise,  but  in  this 
strenuous  age,  there  can  be  no  resting  upon  laurels  gained — the  call 
of  the  present  is  too  imperative. 

_  The  National  Association  of  Insurance  Commissioners,  the  Asso¬ 
ciation  of  Life  Insurance  Presidents,  the  National  Association  of 
Life  Underwriters,  the  American  Life  Convention,  and  the  various 
Actuarial,  Medical  and  other  associations,  are  interdependent  in 
their  interests,  their  needs  and  their  work. 

No  component  part  is  able  by  itself  to  support  the  vast  structure 
of  life  insurance.  In  unity  lies  strength.  Only  by  the  co-operation 
of  these  various  agencies  in  the  life  insurance  business  will  it  be  able 
to  maintain. its  impregnable  position  in  the  defense  and  furtherance 
of  the  best  interests  of  mankind. 

The  . Chairman  :  The  next  subject,  gentlemen,  is  “The  Ever- 
Increasing  Interdependence  between  the  Agents  and  the  Policy¬ 
holders,  and  we  are  fortunate  in  having  Mr.  Ernest  J.  Clark  of 
Baltimore,  to  respond  to  that  thought,  as  President  of  the  National 
Association  of  Life  Underwriters.  It  gives  me  great  pleasure  to 
introduce  Mr.  Clark.  (Applause.) 

EVER-INCREASING  INTERDEPENDENCE  BETWEEN 
AGENTS  AND  POLICYHOLDERS 

Mr.  Clark  spoke  as  follows : 

Mr  Chairman  and  Gentlemen It  gives  me  much  pleasure  as 
President  of  the  National  Association  of  Life  Underwriters  to  re¬ 
spond  this  afternoon  to  a  subject  on  which  the  life  insurance  men 
of  this  country,  and  especially  the  members  of  the  great  national 
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body  which  I  have  the  honor  of  representing  are  concentrating  their 
thought  and  energies  as  never  before. 

Life  insurance,  once  classed  as  purely  a  business,  has  during 
recent  years  been  acquiring  those  elements  both  in  its  conduct  at 
our  home  offices,  and  the  educational  requirements,  training,  ethical 
standards  and  character  of  service  rendered  by  its  field  men,  which 
have  made  it  unquestionably  one  of  the  four  leading  professions. 
The  really  successful  life  insurance  agent  of  to-day  has  become  an 
insurance  counsellor  in  the  fullest  sense  of  the  term — one  whom 
any  prospective  insurer  or  policyholder  may  consult  with  perfect 
confidence  that  he  will  receive  intelligent,  conscientious  and  abso¬ 
lutely  reliable  advice  and  service.  This  is  not  simply  idealism, 
gentlemen,  but  is  an  accomplished  fact  dictated  by  the  very  nature 
and  function  of  life  insurance;  the  greatest  institution  outside  of 
the  Church  and  State  ever  devised  by  the  mind  of  man;  an  institu¬ 
tion  with  such  far-reaching  material  and  spiritual  force,  underlying 
principles  and  humanitarian  objects  to  be  accomplished,  that  in  its 
evolution  only  those  men  actuated  by  the  higher  motives  in  life  and 
a  desire  to  serve  their  fellowman  to  the  limit  of  their  ability  can 
become  truly  successful. 

The  late  Reverend  Dr.  Sylvester  Scovel  referred  to  the  parallel¬ 
ism  between  the  urgency  of  the  minister  of  the  gospel  and  that  of  the 
life  insurance  agent,  in  the  following  language — “There  is  no  marvel 
in  it.  It  grows  from  the  same  roots  in  both  cases,  and  in  each  it  is 
genuinely  beneficent.  The  objections  and  difficulties  to  be  met  are 
the  same.  The  outlying  facts  fully  sustain  the  same  sincere  appeals 
to  judgment  and  reason  and  affection.  The  persuasives  to  instant 
action  against  the  ever  present  inertia  which  pleads  for  delay  are  of 
the  same  nature.  Both  agents  seek  to  determine  the  will  by  inform¬ 
ing  the  mind  and  arousing  feeling.  Both  mingle  warnings  and 
attractions.” 

Service,  therefore,  and  professional  service  in  the  fullest  sense  of 
the  term,  is  the  key  note  to  real  success  and  efficiency  in  this  great 
profession  of  life  insurance,  and  by  serving  the  policyholder  best  the 
company  is  served  most.  Aside  from  the  technical  requirements 
and  the  inspirational  influence  of  life  insurance  on  the  life  and  work 
of  the  conscientious  and  carefully  trained  agent,  what  are  some  of 
the  chief  reasons  responsible  for  this  ever-increasing  inter-depend¬ 
ence  growing  out  of  the  policyholders’  interests  and  necessities? 

(1)  The  gradual  and  yet  certain  awakening  of  every  self-re¬ 
specting  man  to  the  benefits  and  necessities  of  life  insurance  pro- 
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tection ;  that  it  is  no  longer  a  luxury  to  be  acquired  when  every  other 
wish  has  been  gratified,  but  that  he  has  a  life  value  which  is  to  be 
destroyed  by  death  and  that  it  is  his  duty  to  protect  his  dependent 
ones  against  this  ultimate  destruction  of  that  life  value,  or  provide  a 
definite  income  for  his  own  old  age  and  declining  years. 

(2)  The  multiplicity  of  contract  forms  now  required  in  order 
to  properly  serve  the  insuring  public,  render  it  necessary  that  the 
applicant  or  policyholder  depend  absolutely  on  the  agent  for  guid¬ 
ance  and  advice. 

Consequently  in  view  of  this  lack  of  knowledge  on  the  part  of  the 
uninsured  regarding  life  insurance  and  the  proper  form  of  contract 
adapted  to  his  particular  needs  or  those  of  his  family  or  business, 
he  must  secure  the  services  of  an  insurance  agent  or  counsellor  who 
is  capable  of  giving  to  him  the  exact  form  of  protection  which  the 
circumstances  involved  require. 

Some  time  ago  I  heard  an  address  delivered  by  a  prominent 
Western  lawyer  and  legislator  before  a  body  of  insurance  men  on 
“The  Policyholders’  Point  of  View,”  and  I  am  going  to  take  the 
liberty  of  repeating  the  following  paragraphs  from  this  policyhold¬ 
er’s  address,  owing  to  their  direct  bearing  on  the  subject  under 
discussion : 

“The  average  policyholder  himself,  and  certainly  the  uninsured 
to  a  greater  degree,  has  a  very  faint  idea  of  what  a  life  insurance 
company  is  and  who  constitute  the  company.  They  understand  that 
there  is  a  home  office,  an  indefinable  sort  of  a  thing,  a  corporation 
without  soul,  located  in  some  city,  which  has  a  habit  of  reaching 
out  over  the  country  and  taking  in  the  money  or  contributions,  and 
that  any  attempt  we  might  make  by  court  proceedings  or  legislation 
to  stifle  that  monster  is  a  service  of  value.  They  do  not  realize 
that  the  life  insurance  company  of  to-day  is  made  up  of  the  units 
of  the  insured,  and  I  believe  that  the  greatest  work  of  education 
that  you  gentlemen  can  enter  upon  is  to  educate  the  people  of  this 
broad  land  to  a  realizing  sense  of  the  fact  that  the  insured,  the 
policyholder,  is  the  unit  out  of  which  the  structure  is  built.  Make 
him  understand  that  when  he  contributes  to  your  company’s  assets 
he  is,  as  in  fact  he  is  to-day,  a  shareholder,  and  that  you  are  his 
faithful  trustee  of  an  expressed  trust,  and  that  you  intend  to  carry 
it  out  faithfully  as  you  have  in  the  past.  Then  you  will  get  rid  of 
some  of  these  delusions.  The  uniform  solvency  and  success  of  legiti¬ 
mate  life  insurance  ought  to  have  taught  our  people  their  error,  but 
they  dp  not  know  it  and  do  not  understand  it.  Give  us  to  know 
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what  is  being  done,  for  you  need  not  be  ashamed  of  it.  The  great 
and  magnificent  business  will  bear  the  searchlight  of  public  scrutiny 
turned  upon  it  every  hour  of  the  day  and  night.  When  such  a 
record  can  be  presented  to  me  as  the  record  of  the  life  insurance 
companies  of  the  United  States,  I  feel  more  and  more  like  dealing 
with  my  fellowman  on  his  honor  and  feel  that  I  never  will  be  be¬ 
trayed.  And  I  want  to  say  for  the  policyholders  of  this  country 
that  they  will  all  feel  that  way  if  you  will  make  an  appeal  to  us 
and  educate  us  on  the  subject.  And  so  we  ask  you  to  assist  us 
by  giving  us  full  knowledge  of  what  is  being  done.  We  need  your 
assistance  in  the  education  of  our  friends  and  our  neighbors  as  to 
the  difference  between  true  and  false  insurance.  The  frauds  that 
are  being  perpetrated,  the  wrong  that  is  coming  to  the  so-called 
policyholders  is  coming  from  those  vicious  substitutes  for  true  in¬ 
surance.  It  has  no  doubt  appealed  to  you  as  agents  and  managers 
that  there  is  a  great  injustice  in  imposing  unwarrantable  burdens 
upon  this  magnificent  business.  It  comes  to  you  with  no  more 
force  than  it  does  to  me  and  my  fellow  policyholders  who  are  try¬ 
ing  to  learn  something  of  the  intricacies  of  this  business  that  pro¬ 
duces  such  wonderful  results  for  all  of  us.  We  ask  that  these 
burdens  be  taken  off.  Some  of  these  burdens  may  seem  to  you 
trifling,  but  to  one  like  myself,  who  has  been  paying  on  more  in¬ 
surance  than  he  could  conveniently  carry  ever  since  he  entered  busi¬ 
ness  life,  it  is  a  burden  to  know  that  the  State  is  attempting  to  make 
a  source  of  profit  out  of  this  provision  and  foresight  and  care  for 
his  family  and  for  his  dependent  ones.  Taxation  of  insurance  is  an 
unjust  burden.  I  care  not  in  what  State  it  is  collected  nor  by  what 
legislature  it  is  imposed.  There  is  no  more  reason  why  I  should 
be  taxed  on  every  premium  that  I  pay  annually  in  my  attempt  to 
lay  up  a  little  estate  that  will  care  for  my  dependent  ones  if  I  am 
carried  off,  than  there  is  that  you  should  tax  any  other  charitable 
or  eleemosynary  institution  within  the  bounds  of  my  State.” 

From  the  above,  therefore,  you  will  readily  observe  the  natural 
interdependence  between  agent  and  policyholder,  because  of  the 
growing  disposition  throughout  the  entire  country  to  harass,  annoy 
and  burden  life  insurance  policyholders  with  vexatious  and  ex¬ 
pensive  legislation.  In  the  majority  of  cases  the  most  powerful  and 
effective  weapon  to  fight  with  is  public  opinion,  and  the  policyholder 
must  look  to  the  agent  for  enlightenment  on  these  questions,  and 
the  agent  must,  in  turn,  work  through  the  policyholder,  using  the 
public  sentiment  thus  aroused  to  defeat  obnoxious  legislation  and 
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bring  about  a  reduction  in  the  existing  onerous  and  unjust  taxation 
imposed  on  the  policyholders  of  this  country  by  the  several  States. 
This  cannot  be  successfully  accomplished  by  the  officers  of  our 
companies  unaided  by  the  local  influence  of  State  constituents,  and 
the  agent  thus  acting  as  middle  man  between  the  officers  of  the 
company  and  the  policyholder  with  whom  he  comes  into  personal 
touch  can  perform  a  much  nee  led  service,  and  especially  with  the 
co-operation  of  the  officers  of  our  companies  or  of  their  representa¬ 
tives  in  the  Association  of  Life  Insurance  Presidents. 

Along  with  this,  and  as  a  means  to  the  end  is  keeping  the  funda¬ 
mental  purpose  and  underlying  principles  of  life  insurance  clearly 
before  the  public,  by  dispelling  the  idea  that  life  insurance  companies 
are  privately  owned  institutions,  conducted  with  vast  profits  for  the 
few,  that  the  assets  and  even  the  surplus  are  unnecessary  accretions 
of  money  held  in  distant  money  centers,  and  invested  outside  of  the 
State  from  which  the  money  comes,  as  well  as  the  vague  suspicion 
on  the  part  of  many  that  it  is  invested  for  the  benefit  of  the  officers 
or  stockholders  of  the  company. 

Intelligence  as  to  what  life  insurance  really  means  ;  as  to  what  a 
life  insurance  company  really  is;  of  its  relationship  to  the  life  value; 
of  its  purpose  in  compensating  loss  by  banding  together  persons 
from  all  sections  in  a  common  cause,  and  of  promoting  thrift,  de¬ 
creasing  poverty  with  all  that  this  usually  means  in  its  effect  on 
disease*  vice,  illiteracy  and  even  crime,  disseminating  the  knowledge 
that  investments  of  all  life  insurance  companies  are  nation  wide  and 
not  local,  is  a  most  important  part  of  the  work  of  the  agent. 

In  the  light  of  experience  and  observation,  the  leading  life  insur¬ 
ance  men  of  this  country  are  convinced  that  the  National  Associa¬ 
tion  of  Life  Underwriters,  through  its  eighty-four  local  Associations, 
with  a  combined  membership  of  over  4,000  agents,  including  as  it 
does  a  majority  of  the  general  agents  and  managers  of  the  United 
States,  is  the  logical  organization  through  which  an  active  and  sys¬ 
tematic  campaign  of  life  insurance  education,  conservation  and  anti¬ 
taxation  should  be  conducted  for  the  benefit  of  policyholders  and  the 

insuring  public.  To  this  end  our  Association  is  now  at  work _ a 

most  carefully  chosen  committee  having  been  selected  to  supervise 
the  education  and  conservation  movement  with  the  co-operation  of 
the  Executive  Council  of  the  National  Association. 

In  this  connection  there  is  to  be  prepared  during  the  coming  year, 
under  the  editorial  direction  of  a  prominent  life  insurance  educator 
and  the  supervision  of  the  Executive  Council,  a  standard  text-book 
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on  life  insurance,  for  use  in  the  high  schools,  colleges,  universities 
and  other  educational  institutions  of  the  United  States  and  Canada, 
also  for  agency  instruction.  The  book  is  to  be  of  such  scope  and  so 
written  and  compiled  as  to  render  it  thoroughly  adaptable  to  the 
various  needs  indicated.  Its  publication  will  be  completed  by  Sep¬ 
tember,  1914,  in  time  for  use  in  next  year’s  semesters. 

If  our  student  classes  were  taught  in  the  various  institutions  of 
learning  throughout  the  country  the  functions  of  life  insurance,  its 
fundamental  principles,  benefits  and  necessities,  there  would  develop 
unconsciously  an  increasing  appreciation  of  the  moral  obligation  on 
the  part  of  young  men  to  provide  adequate  protection  for  their  de¬ 
pendent  ones  of  their  estates  against  the  ultimate  destruction  of  their 
life  values,  and  at  the  same  time  banish  forever  the  misunderstand¬ 
ings  and  ignorance  which  now  prevail  on  the  part  of  a  vast  majority 
of  the  public  regarding  life  insurance.  If  life  insurance  were  thus 
understood  by  student  classes,  its  effect  would  soon  be  reflected 
through  the  medium  of  an  increased  volume  of  insurance  written, 
reduced  lapsation,  fewer  loans  made  against  policies,  a  less  number 
of  foolish  and  vicious  laws  introduced  in  the  several  States,  and  a 
material  reduction  in  taxation,  if  not  the  entire  elimination  of  taxes 
by  the  several  States  against  life  insurance,  save  for  supervision 
only. 

The  question  of  conservation  is  also  one  in  which  there  is  an  ever 
increasing  interdependence  between  agents  and  policyholders,  and 
in  which  the  agent  can  be  of  the  greatest  assistance  to  the  companies 
and  to  the  Association  of  Life  Insurance  Presidents  in  rendering 
more  effective  their  efforts  toward  the  reduction  of  preventable 
waste  and  loss  affecting  both  policyholder  and  company.  I  refer 
especially  to  conservation  in  its  relationship  to  the  laws  of  health, 
the  enormous  waste  from  unnecessary  lapsation  and  surrender  of 
insurance,  and  the  borrowing  on  policies,  with  all  of  its  attendant 
evils. 

Excellent  work  has  already  been  done  by  many  of  our  home 
offices  and  this  magnificent  organization  which  I  am  addressing 
to-day  along  these  several  lines,  but  I  am  convinced  that  much  ad¬ 
ditional  can  be  done  by  the  agents  throughout  the  country  to  aid 
in  this  most  important  line  of  activity,  because  of  their  personal 
touch  and  influence  with  the  policyholders  and  insuring  public. 

The  lapsation  and  surrender  of  insurance  constitutes  an  appalling 
waste,  much  of  which  could  be  saved  through  the  medium  of  sys¬ 
tematic  effort  and  education  of  the  public,  as  previously  outlined. 
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The  greatest  contributing  factor  to  this  enormous  loss  and  waste 
is  undoubtedly  the  securing  of  loans  on  policies,  which  practice  has 
increased  so  materially  during  recent  years.  The  average  loan,  as  we 
all  know,  is  rarely  liquidated  by  the  insured  prior  to  the  maturity  of 
the  policy  or  its  surrender,  thereby  resulting  in  decreased  protection, 
increased  cost  and  a  constant  menace  to  the  life  of  the  policy. 

Thus,  I  have  endeavored  to  present  briefly  some  of  the  many 
points  involved  in  this  ever-increasing  interdependent  relationship 
between  agents  and  policyholders.  Because  of  the  subject’s  great 
breadth  and  latitude  for  amplification  it  has  been  impossible,  how¬ 
ever,  for  me  to  do  more  than  refer  to  its  principal  features  on  this 
occasion. 

Now,  Mr.  Chairman  and  Gentlemen,  in  conclusion  I  want  to 
thank  you  most  heartily  on  behalf  of  the  National  Association  of 
Life  Underwriters  for  this  opportunity  of  presenting  a  brief  paper 
to  you  this  afternoon.  I  wish  also  to  extend  to  you  a  very  hearty 
invitation  to  attend  our  next  Convention  in  Cincinnati.  This  is  not 
a  perfunctory  invitation,  gentlemen,  because  I  mean  it  from  the 
bottom  of  my  heart.  It  does  us  a  great  deal  of  good  to  see  our 
home  officers  present  on  those  occasions,  and  it  has  been  a  source 
of  much  gratification  to  see  the  increasing  number  who  attend  the 
National  conventions  from  year  to  year.  I  hope  next  year  at  Cin¬ 
cinnati  we  will  have  a  greater  number  of  officers  than  ever  before. 

I  thank  you.  (Applause.) 

The  Chairman:  We  have,  I  understand,  a  message  from  the 
American  Life  Convention,  which  is  to  be  delivered  to  us  by  Mr. 
Charles  F.  Coffin,  Vice-President  of  the  State  Life  Insurance  Com- 
Pany  of  Indiana.  MT.  Coffin  is  here.  (Applause.) 

MESSAGE  FROM  AMERICAN  LIFE  CONVENTION 

Mr.  Coffin :  Mr.  President  and  Gentlemen:  I  am  in  a  sense 
a  special  ambassador  to-day  from  the  American  Life  Convention, 
commissioned,  generally,  to  bring  you  cordial  greetings  and  expres¬ 
sions  of  good  will  from  that  body;  and  especially  to  notify  you 
officially  (though  you  may  have  heard  of  it  before)  of  the  action  of 
that  Convention  touching  questions  of  great  mutual  importance  to 
us  both.  At  the  last  meeting  of  the  Convention  held  in  St.  Paul  in 
August  of  this  year,  it  was  my  privilege  as  Chairman  of  the  Com¬ 
mittee  on  Departmental  Supervision  to  present  the  report  of  the 


170  MESSAGE  FROM  AMERICAN  LIFE  CONVENTION 

Committee  in  which  was  set  out  a  brief  statement  of  the  existing 
law  on  the  following  three  topics : 

1.  Life  Insurance  Company  Examinations. 

2.  The  Revocation  of  Licenses  of  Life  Insurance  Companies. 

3.  The  filing  and  approving  of  policy  forms  as  conditions  prece¬ 
dent  to  the  right  to  issue  the  same. 

The  report  also  set  forth  a  summary  of  the  opinions  of  Insur¬ 
ance  Commissioners  and  of  the  officers  of  insurance  companies  on 
three  selected  questions,  one  of  which  was  as  follows : 

Should  not  the  law,  so  far  as  it  authorizes  an  insurance  commis¬ 
sioner  or  superintendent  to  revoke  the  license  of  a  life  insurance 
company,  be  so  amended  as  to  give  a  life  insurance  company  reason¬ 
able  notice  and  a  formal  hearing  and  a  right  to  appeal  to  the  courts 
before  such  revocation  can  be  made? 

That  something  of  the  very  atmosphere  and  spirit  prompting  the 
American  Life  Convention  in  its  action  taken  after  the  presentation 
of  the  report  may  be  the  better  understood  I  will,  with  your  permis¬ 
sion,  present  one  or  two  brief  phrases  from  that  report,  as  follows: 

“It  is  quite  possible,  inevitable  in  fact,  that  the  statistics  presented 
will  need  some  revision,  as  not  all  of  the  recent  legislation  was  avail¬ 
able  at  the  time  these  investigations  were  made.” 

The  first  topic  was  Company  Examinations. 

“Forty-four  States  authorize  Insurance  Commissioners  to  ex¬ 
amine  foreign  companies  doing  business  in  their  States  whenever 
they  wish  and  as  often  as  they  please.  So  far  as  the  law  is  con¬ 
cerned,  there  is  no  restriction  on  the  discretion  of  the  Commissioners 
as  to  when  or  how  often  they  will  conduct  these  examinations,  and 
there  is  no  legal  obstacle  preventing  any  Commissioner  from  ignor¬ 
ing  a  recent  examination  of  one  department  and  instituting  an  ex¬ 
amination  of  his  own.  So  far  as  the  law  is  concerned,  a  life  insur¬ 
ance  company  could  be  in  the  hands  of  examiners  all  the  time.  In 
practically  every  case,  the  expenses  of  the  examination  have  no 
legal  limit,  they  are  fixed  by  the  examiners  and  must  be  paid  by  the 
companies. 

“Twenty-three  States  require  their  Insurance  Departments  to  ex¬ 
amine  all  companies  periodically,  once  in  from  three  to  five  years. 

“Eighteen  States  authorize  the  examination  of  insurance  com¬ 
panies  at  the  request  of  from  five  to  ten  persons  having  certain 
financial  interests  therein  and,  in  most  of  these  States,  no  bond  or 
other  indemnity  is  required  from  the  complaining  persons. 

“One  State  now  requires  its  department  to  examine  every  insur- 
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ance  company,  domestic  and  foreign,  fire,  life  and  accident,  doing 
business  in  that  State,  once  in  three  years.  As  there  are  in  all  be¬ 
tween  three  and  four  hundred  such  companies,  it  will  be  seen  what 
an  array  of  examiners  it  will  require  and  what  an  enormous  ex¬ 
penditure  of  the  money  of  policyholders  will  be  involved  in  the 
execution  of  this  statute. 

One  State  requires  the  examination  of  a  foreign  insurance  com¬ 
pany  to  be  authorized  by  the  executive  council. 

One  State  requires  the  consent  of  tne  Governor. 

One,  and  one  only,  requires  the  Commissioner  of  the  State  wish¬ 
ing  to  conduct  an  examination  to  communicate  with  the  Commis¬ 
sioner  of  the  State  where  the  company  has  its  domicile  before  mak¬ 
ing  the  examination.  What  a  minimum  of  interstate  courtesy  among 
Insurance  Commissioners  is  required  by  law !  The  Commissioners, 
happily,  are  far  in  advance  of  the  law. 

One  State  has  no  statute  at  all  on  the  subject  of  company  ex¬ 
aminations/' 

After  presenting  the  law  relating  to  the  other  two  topics  referred 
to,  the  report  proceeded  as  follows : 

This  brief  and  fragmentary  review  of  certain  phases  of  depart¬ 
mental  supervision  from  the  purely  legal  standpoint  need  not  be 
extended.  Enough  has  been  said  to  challenge  the  attention  of 
thoughtful  men  to  certain  crudities  of  the  law,  and  to  make  quite 
justifiable  the  words  of  William  BroSmith  in  his  article  on  State 
Laws  in  Dunham’s  elaborate  work  on  the  Business  of  Insurance : 

“  Tt  is,’  says  he,  ‘unquestionably  and  sadly  true  that  the  business 
of  insurance,  in  which  the  State,  society,  business  and  commerce  are 
so  vitally  interested  is  not  wisely  regulated  and  in  many  respects 
but  imperfectly  safeguarded.  After  more  than  a  century  of  marvel¬ 
ous  growth  and  the  development  of  many  kinds  of  insurance  pro¬ 
tection  there  is  not  a  satisfactory  insurance  code  upon  the  statute 
book  of  any  of  the  States.  Instead  there  are  conflicting  statutory 
enactments  where  there  should  be  uniformity,  and  confusion  where 
there  should  be  order.’  ” 

The  report  then  proceeded  to  present  very  briefly  the  answers  to 
the  following  question  which  had  been  submitted  to  all  the  Insurance 
Commissioners  and  to  a  large  number  of  insurance  officers. 

“Question  No.  3 

Should  not  the  law,  so  far  as  it  authorizes  an  Insurance  Com¬ 
missioner  or  Superintendent  to  revoke  the  license  of  a  life  insurance 
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company,  be  so  amended  as  to  give  a  life  insurance  company  rea¬ 
sonable  notice  and  a  formal  hearing  and  a  right  to  appeal  to  the 
courts  before  such  revocation  can  be  made  ? 

“Some  answers  were  not  directly  responsive  to  the  real  import  of 
the  inquiry.  Classifying  the  answers,  as  nearly  as  possible  accord¬ 
ing  to  their  general  spirit,  twenty  per  cent,  of  the  Commissioners 
answering  question  No.  3  are  in  favor  of  the  amendment  suggested 
and  eighty  per  cent,  are  quite  forcibly  opposed  to  such  an  amend¬ 
ment.  Of  the  company  officials  answering,  eighty-four  per  cent,  are 
in  favor  of  the  amendment  and  sixteen  per  cent.,  while  not  directly 
opposed  to  it,  expressed  themselves  as  not  being  able  to  see  any  par¬ 
ticular  necessity  for  such  an  amendment.” 

The  report  then  concluded  substantially  as  follows : 

“This  completes  the  brief  presentation  of  certain  selected  phases 
of  the  general  subject  of  Departmental  Supervision  as  viewed  from 
the  standpoint  of  existing  law  and  from  the  standpoints  respectively 
of  department  officials  and  of  company  officials.  It  is  hoped  that  this 
exposition,  even  considered  merely  as  information,  is  not  entirely 
devoid  of  both  interest  and  value.  However,  to  give  information, 
was  not  the  primary  purpose  of  the  Committee.  We  hoped  to  dis¬ 
close  some  defects  in  the  law  which  all  interested  persons  will  agree 
should  be  cured.  In  addition  to  this  and  much  more  important  than 
the  giving  of  information,  the  Committee  hoped  by  the  presentation 
of  differing  opinions  of  honest,  sincere  and  able  men  to  render  it 
clear  that  these  differences  of  opinion  result,  if  not  entirely,  yet  very 
largely,  from  the  different  viewpoints  adopted,  and  that  department 
officials  and  company  officials  regard  one  another  with  just  a  shadow 
of  distrust  on  account  of  the  differing  type  of  responsibility  felt  by 
each  class;  or  to  use  the  pertinent  and  suggestive  words  of  one  of 
the  oldest  in  service  and  one  of  the  most  prominent  Insurance  Com¬ 
missioners,  who  says : 

“  ‘Assuming  that  these  officials  and  officers  desire  to  do  the  best 
and  right  thing,  there  is  danger  that  the  officials  may  come  to  look 
at  the  matter  too  much  from  the  viewpoint  of  supervision  and  the 
officers  from  the  viewpoint  of  being  supervised  and  feel  that  they 
are  being  unnecessarily  interfered  with.’ 

“The  Committee  hoped  also  to  be  able  to  make  it  clear  that  de¬ 
partment  officials  and  company  officers,  by  earnestly  and  sympa¬ 
thetically  attempting  to  realize  each  other's  point  of  view,  may  do 
much  toward  eliminating  conflict  and  confusion  and  securing  sym¬ 
pathy  and  order.” 
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Mr.  President  and  gentlemen  of  this  Association,  I  bring  to  your 
attention,  not  a  new,  but  a  very  important  truth,  when  I  say  that 
every  occupation  in  life,  every  official  position,  every  post  of  re¬ 
sponsibility,  develops  its  own  point  of  view,  and  many  of  the  dif¬ 
ferences  of  opinion,  the  annoying  frictions  and  the  misunderstand¬ 
ings  among  men  have  their  origin  in  this  individualized  point  of 
view.  Once  developed,  this  point  of  view  narrows  one’s  horizon  and 
limits  one’s  vision.  He  is  indeed  a  rare  man  who,  in  his  thinking, 
can  see  and  appreciate,  not  only  his  own,  but  also  his  adversary’s 
point  of  view. 

Forcibly  illustrating  this  thought  is  the  story  of  the  two  knights 
of  ancient  times  who,  seated  on  their  splendid  steeds,  clad  in  full 
armor,  and  with  their  lances  at  rest,  approached  one  another  on  the 
public  highway.  Meeting  at  a  point  where  the  roads  crossed,  both 
stopped  to  inspect  a  beautiful  shield  which  served  as  a  guidepost. 
Observing  one  another,  chivalrous  salutations  were  exchanged  and 
one  knight  commented  upon  the  beautiful  golden  shield  between 
them.  The  other  concurred  in  the  sentiment  of  its  beauty,  but  sug¬ 
gested  that  his  brother  knight  was  mistaken  as  to  the  metal,  since  it 
was  a  silver  and  not  a  golden  shield.  Immediately  an  argument 
was  started.  The  first  knight  suggested  that  his  brother  must  be 
color  blind.  The  argument  grew  warm,  soon  lances  were  drawn 
and  each  prepared  for  combat.  While  sparring  for  advantage,  the 
positions  of  the  horsemen  were  changed  and  each  was  enabled  to 
catch  a  view  of  the  other  side  of  the  shield,  when,  lo,  he  who  was 
so  willing  to  spill  his  blood  in  defense  of  his  view  that  the  shield  was 
golden,  saw  that  the  other  side  was  silver,  and  vice  versa.  Lances 
were  dropped,  apologies  followed,  and  peace  was  restored. 

The  American  Life  Convention  recognizing  the  need  for  this  all 
round  point  of  view  in  the  securing  of  wise  laws  and  correct  and 
more  uniform  supervision,  and  wishing  to  contribute  its  full  share 
toward  the  practical  recognition  of  the  ever  increasing  inter-depen¬ 
dence  between  “Life  Insurance  and  the  State,”  “Between  Life  In¬ 
surance  Companies,”  and  “Between  Agents  and  Policyholders,” 
adopted  a  series  of  resolutions  which  committed  the  Convention  to 
use  every  legitimate  means  to  secure  the  common  goal  desired  by  all 
— the  active  federation  and  the  sympathetic  co-operation  of  all  the 
great  forces  interested  in  the  wise  solution  of  the  great  problems 
incident  to  and  growing  out  of  the  business  of  life  insurance. 

One  of  the  resolutions  thus  adopted  was  as  follows : 

Be  it  further  Resolved :  1,  That  the  American  Life  Convention 
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does  hereby  invite  the  National  Association  of  Insurance  Commis¬ 
sioners  and  the  Association  of  Life  Insurance  Presidents  each  to 
elect  annually  ten  fraternal  delegates  to  the  American  Life  Conven¬ 
tion;  that  said  fraternal  delegates  shall  be  entitled  to  sit  in  all  open 
meetings  of  the  convention  and  shall  be  entitled  to  all  the  privileges 
of  the  representatives  of  the  members  of  the  convention  except  the 
right  to  vote  and  to  hold  office.” 

I  am  here,  therefore,  Mr.  President,  representing  the  American 
Life  Convention,  and  as  such  representative  and  in  obedience  to  my 
instructions,  I  hereby  present  this  invitation  to  your  great  Associa¬ 
tion  for  the  appointment  of  fraternal  delegates  who  shall  attend  the 
next  meeting  of  the  American  Life  Convention  to  be  held  in  Dallas, 
Tex.,  some  time  in  1914. 

I  know  that  this  invitation  has  already  been  considered  while  it 
was  not  yet  officially  before  you,  and  every  member  of  The  Ameri¬ 
can  Life  Convention  appreciates  your  early  and  courteous  action. 
But  the  Committee,  for  which  I  speak  to-day,  would  doubly  appreciate 
such  action  of  your  Association  at  this  meeting  as  will  enable  us  to 
render  a  report  to  the  American  Life  Convention  at  its  next 
session,  and  to  the  insurance  world,  that  the  two  great  associations 
of  executive  officers  have  formed  a  more  perfect  union  than  ever 
before  for  the  mutual,  harmonious  and  scientific  study  of  the  great 
questions  incident  to  our  colossal  and  common  enterprise. 

We  do  not  imply,  Mr.  President,  that  heretofore  there  has  been 
any  lack  of  cordial  and  harmonious  co-operation  between  these  two 
national  organizations.  Far  from  it.  Each  has  not  infrequently 
rendered  substantial  and  valuable  assistance  to  the  members  of  the 
other.  But  we  confidently  expect  that  the  adoption  of  the  semi-offi¬ 
cial  relationship  suggested  by  the  plan  of  fraternal  delegates,  will 
bring  these  Associations  yet  closer  together  and  promote  the  study 
of  questions  in  which  they  have  a  common  interest,  not  in  their  acute 
stage,  before  legislative  committees,  but  on  the  passionless  heights 
of  reason  and  in  an  atmosphere  free  from  prejudice.  I  thank  you. 
(Applause.) 

The  Chairman:  We  had  such  a  delightful  experience  yester¬ 
day  in  the  remarks  of  the  Minister  of  Finance  of  Canada,  that  I  feel 
the  precedent  which  was  then  established  of  extending  and  clasping 
hands — I  can’t  say  across  the  sea,  but  across  that  unfortified  border 
— was  a  very  good  precedent,  and  I  would  like  very  much  to  hear 
from  my  good  friend,  Mr.  T.  B.  Macaulay,  the  Managing  Director 
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of  the  Sun  Life  Assurance  Company,  of  Canada,  and  the  new  presi¬ 
dent  of  the  Canadian  Life  Insurance  Officers’  Association,  if  he  is 

here. 

Inasmuch  as  Mr.  Macaulay  is  not  here,  I  am  going  to  call  on  Mr. 
Goldman,  the  last  President  of  that  Association. 

Mr.  L.  Goldman,  First  Vice-President  and  Managing  Director, 
North  American  Life  Assurance  Company,  Toronto,  Ont. :  Mr 
President  and  gentlemen.  It  is  not  often  I  complain  about  anything' 
but  I  think  I  have  just  cause  for  complaint  against  my  friend  Mr' 
Cox,  because  I  was  talking  to  him  about  half  an  hour  ago  and  it  was 

distinctly  understood  that  I  was  not  to  be  called  before  this  bar  this 
afternoon.  (Laughter.) 

I  exceedingly  regret  that  my  friend  Mr.  Macaulay  is  not  here,  as 

am  sure  you  would  have  been  glad  to  hear  from  him,  and  he  would 
have  had  something  to  say  to  you. 

I  want  to  thank  you  on  behalf  of  Canada  and  her  insurance  inter- 
ests  for  inviting  me  here,  and  also  to  say  that  I  was  very  much  in¬ 
terested  m  the  gentlemen  who  were  talking  about  educational  propa¬ 
ganda  among  the  young  people.  That  is  very  important,  but  I  think 
also  that  the  insurance  companies  can  do  something  in  that  direction 
themselves.  .  The  National  Association  of  Life  Underwriters,  also 
the  Association  of  the  Life  Underwriters  of  Canada,  have  brought 
this  subject  to  the  attention  of  the  executive  officers.  I  fear  they 
have  not.  received  very  much  encouragement  from  the  powers  that 
be  on  this  side  of  the  line,  although  they  have  received  some  little 
encouragement  in  Canada ;  I  am  speaking  with  respect  to  the  adver¬ 
tising  propaganda.  The  opinion  is  felt  and  has  been  expressed,  and 
I  agree  with  it,  that  there  is  an  immense  amount  of  money  wasted 
by  life  insurance  companies  in  the  form  of  advertising  that  has  been 
carried  on  for  a  number  of  years.  A  company  will  advertise  its 
name,  or  one  or  two  of  its  executive  officers;  also  the  enormous  as¬ 
sets  it  has  or  a  large  surplus.  That  conveys  nothing  to  the  ordinary 
reader.  It  would  not  to  me,  if  I  was  not  an  insurance  man,  and  I 
think  if  the  companies  seriously  consider  the  subject,  and  join  to¬ 
gether  in  an  educational  propaganda,  to  bring  before  the  people  in 
some  form,  as. one  or  two  companies  have  endeavored  to  do,  the  im¬ 
portance  of  this  subject,  I  believe  it  would  be  of  great  assistance  to 
our  agents. 

.1  am  quite  prepared  to  join  with  the  agents  in  our  country,  and 
with  the  companies,  in  endeavoring  to  do  something  in  that  direction. 
Ihe  subject  of  insurance  is  being  better  understood  by  the  people 
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than  it  ever  was  before.  It  is  more  appreciated.  It  is  needed  more. 

I  just  wanted  to  deliver  a  little  message,  and  if,  after  considera¬ 
tion,  you  care  to  co-operate  in  what  I  believe  will  be  a  fine  educa¬ 
tional  propaganda,  which  will  help  the  agent,  and  we  always  want  to 
help  him,  I  shall  be  very  glad  indeed. 

Sir,  on  behalf  of  the  life  insurance  companies  of  Canada,  I  thank 
you  for  allowing  me  to  express  myself,  and  also  to  you  gentlemen 
who  have  listened  so  patiently. 

The  Chairman:  I  will  now  call  on  the  Hon.  William  J.  Tully, 
Chairman  of  the  Committee  on  Resolutions,  to  present  his  report. 
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Mr.  Tully:  Mr.  Chairman  and  gentlemen  of  the  Convention: 
The  Committee  on  Resolutions  has  considered  several  resolutions 
and  recommend  for  adoption  the  following: 

Whereas,  the  Association  has  heretofore  acknowledged  its  appre¬ 
ciation  of  the  invitation  to  send  delegates  to  the  annual  meeting  of 
the  American  Life  Convention  and  has  taken  favorable  action  there¬ 
on,  and; 

Whereas,  We  have  been  favored  at  this  meeting  as  at  others  here¬ 
tofore  with  a  gratifying  and  generous  attendance  of  officers  and 
members  of  such  organization  now,  therefore,  be  it 

Resolved ,  That  we  send  our  cordial  greetings  to  the  American 
Life  Convention  and  invite  it  to  be  represented  at  our  annual  meet¬ 
ings,  not  only  by  such  individual  members  as  may  be  in  attendance 
but  also  by  an  official  committee  designated  by  it  for  that  purpose. 

Resolved,  That  we  record  our  appreciation  of  the  able  and  earnest 
efforts  of  the  many  distinguished  officials  and  insurance  men  who 
have  addressed  this  meeting  and  that  a  vote  of  thanks  be  tendered 
to  them  therefor. 

Resolved,  That  a  cordial  vote  of  thanks  be  extended  to  the  officers 
of  the  Association  and  to  all  others  who  by  their  attendance  and 
work  have  co-operated  in  making  this  meeting  a  success. 

Resolved,  That  the  report  of  the  Health  Committee  be  warmly 
endorsed  and  its  recommendations  adopted. 

Mr.  Tully:  Mr.  Chairman,  I  move  the  adoption  of  the  several 
resolutions. 

The  motion  was  duly  seconded  and  unanimously  carried. 
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The  Chairman:  This,  I  think,  concludes  the  business  of  our 
annual  convention,  which  has  certainly  been  a  most  delightful  one. 
Personally,  I  want  to  express  my  warm  thanks  to  the  gentlemen  who 
have  contributed  so  kindly  in  making  it  a  success.  The  papers  have 
been  of  unusual  interest  and  have  shown  that  great  care  and  thought 
were  expended  in  their  preparation. 

On  motion,  unanimously  carried,  the  meeting  thereupon  adjourned 
at  4.35  p.  m. 
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ATTENDANCE  OF  MEMBERS  AND  GUESTS  AS 
SHOWN  BY  REGISTRATION  LIST 


REPRESENTATIVES  OF  LIFE  INSURANCE  COMPANIES 

Aetna  Life  Insurance  Company,  Hartford,  Conn: 

Morgan  G.  Bulkeley,  President. 

J.  L.  English,  Vice-President. 

M.  B.  Brainard,  Treasurer. 

Max  H.  Peiler,  Associate  Actuary. 

Frank  Bushnell,  Agency  Director. 

American  Assurance  Company,  Philadelphia,  Pa. : 

Reinhold  R.  Koch,  President. 

American  Central  Life  Insurance  Company,  Indianapolis,  Ind. : 
Herbert  M.  Woollen,  President. 

Carroll  B.  Carr,  Secretary. 

Amicable  Life  Insurance  Company,  Waco,  Tex.: 

Artemas  R.  Roberts,  President  and  Actuary. 

Atlantic  Life  Insurance  Company,  Richmond,  Va. : 

Charles  G.  Taylor,  Jr.,  Secretary  and  Actuary. 

Bankers  Life  Insurance  Company,  Lincoln,  Neb.: 

J.  H.  Harley,  Secretary. 

Berkshire  Life  Insurance  Company,  Pittsfield  Mass  • 

William  D.  Wyman,  President.  ’ 

Robert  H.  Davenport,  Secretary. 

Colonial  Life  Insurance  Company,  Jersey  City,  N.  J.: 

Dunbar  Johnston,  Secretary. 

John  Nevin,  M.D.,  Medical’  Director. 

Columbia  Life  Insurance  Company,  Cincinnati,  Ohio: 

S.  M.  Cross,  Secretary. 

Columbian  National  Life  Insurance  Company,  Boston,  Mass  * 
Arthur  E.  Childs,  President. 

William  C.  Johnson,  Vice-President. 

Alfred  C.  Newell,  General  Agent,  Atlanta,  Ga. 

Charles  T.LeViness,  Jr.,  General  Agent,  Baltimore,  Md. 
gdwm  C  Tharp,  Assistant  Manager,  New  York. 

Y\  imam  H.  Hillyer,  Loan  Correspondent,  Atlanta,  Ga. 

Columbus  Mutual  Life  Insurance  Company,  Columbus,  Ohio : 

Dr.  W.  B.  Carpenter,  Vice-President  and  Medical  Director. 

Confederation  Life  Association,  Toronto,  Canada: 

W.  C.  Macdonald,  Secretary  and  Actuary. 

Detroit  Life  Insurance  Company,  Detroit  Mich  • 

M.  E.  O’Brien,  President. 

James  D.  Baty,  Secretary  and  Treasurer. 
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Equitable  Life  Assurance  Society  of  the  U.  S.,  New  York: 

William  A.  Day,  President. 

John  B.  Lunger,  Vice-President. 

George  T.  Wilson,  Second  Vice-President. 

William  Alexander,  Secretary. 

R.  Henderson,  Actuary. 

Henry  L,  Rosenfeld,  Assistant  to  the  President. 

E.  E.  Rittenhouse,  Conservation  Commissioner.  ' 

Franklin  C.  Wells,  M.D.,  Medical  Director. 

William  J.  Graham,  Superintendent,  Group  Insurance  Dept. 

Charles  J.  Martin,  Deputy  Comptroller. 

A.  R.  Fullerton,  Superintendent,  Bureau  of  Statutory  Requirements. 
William  E.  Taylor,  Superintendent  of  Agencies. 

Hon.  Reau  E.  Folk,  Associate  General  Agent,  Nashville,  Tenn. 

E.  O.  Mosier,  General  Agent,  Philadelphia,  Pa. 

Bernard  M.  Ewing,  Agent,  New  York. 

Equitable  Life  Insurance  Company  of  Iowa,  Des  Moines,  la. : 

J.  C.  Cummins,  President. 

R.  G.  Slifer,  General  Agent,  Philadelphia,  Pa.: 

Federal  Life  Insurance  Company,  Chicago,  Ill.: 

Isaac  Miller  Hamilton,  President. 

Fidelity  Mutual  Life  Insurance  Company,  Philadelphia,  Pa. : 

Walter  LeMar  Talbot,  Vice-President. 

Frederic  H.  Calkins,  General  Counsel. 

W.  H.  King,  M.D.,  Medical  Director. 

Paul  Alexander,  Supervisor  of  Agencies. 

Franklin  Life  Insurance  Company,  Springfield,  Ill. : 

E.  S.  Scott,  President. 

George  B.  Stadden,  Vice-President. 

Henry  Abels,  Secretary. 

H.  M.  Merriam,  Director  and  Chairman  Finance  Committee. 

German-American  Industrial  Insurance  Company,  Philadelphia,  Pa.  • 
Henry  Reeves,  Vice-President. 

German-American  Life  Insurance  Company,  Omaha,  Neb.: 

G.  L.  E.  Klingbeil,  President. 

Girard  Life  Insurance  Company,  Philadelphia,  Pa.: 

Richard  H.  Wallace,  Vice-President. 

PIome  Life  Insurance  Company,  New  York: 

George  E.  Ide,  President. 

W.  A.  Marshall,  Vice-President. 

E.  W.  Gladwin,  Vice-President  and  Secretary. 

Henry  Moir,  Actuary. 

H.  N.  Sheppard,  Assistant  Actuary. 

Imperial  Life  Assurance  Company  of  Canada,  Toronto,  Canada: 

J.  F.  Weston,  Manager. 

Indianapolis  Life  Insurance  Company,  Indianapolis,  Ind. : 

Frank  P.  Manly,  Vice-President  and  Manager. 

Joseph  R.  Raub,  Secretary. 

La  Latino-Americana  Life  Insurance  Company,  City  of  Mexico,  Mexico 
James  H.  Washburn,  Actuary  and  Assistant  Treasurer. 

Life  Insurance  Company  of  Virginia,  Richmond,  Va. ; 

E.  D.  Harris,  First  Vice-President. 

J.  S.  Davenport,  Jr.,  Actuary. 
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Manhattan  Life  Insurance  Company,  New  York: 

Thomas  E.  Lovejoy,  President. 

J.  F.  Roche,  Vice-President. 

Manufacturers  Life  Insurance  Company,  Toronto,  Canada: 

George  A.  Somerville,  General  Manager. 

Metropolitan  Life  Insurance  Company,  New  York: 

Haley  Fiske,  Vice-President. 

George  H.  Gaston,  Second  Vice-President. 

George  B.  Woodward,  Third  Vice-President. 

Frank  O.  Ayres,  Fourth  Vice-President. 

F.  F.  Taylor,  Fifth  Vice-President. 

James  M.  Craig,  Actuary. 

Walter  Stabler,  Comptroller. 

William  J.  Tully,  General  Solicitor. 

James  V.  Barry,  Assistant  Secretary. 

Augustus  S.  Knight,  M.D.,  Medical  Director. 

J.  B.  Ogden,  M.D.,  Assistant  Medical  Director. 

J.  D.  Craig,  Assistant  Actuary. 

Edwin  W.  Kopf,  Chief  Clerk  to  the  Statistician. 

I.  S.  Adlerblum. 

Mutual  Benefit  Life  Insurance  Company,  Newark,  N.  J. : 

E.  E.  Rhodes,  Vice-President  and  Mathematician. 

Mutual  Life  Insurance  Company  of  Baltimore,  Baltimore,  Md. : 
Matthew  S.  Brenan,  President. 

Mutual  Life  Insurance  Company  of  New  York,  New  York: 

Dr.  Granville  M.  White,  Second  Vice-President. 

William  A.  Hutcheson,  Actuary. 

William  Frederick  Dix,  Secretary. 

Frederick  L.  Allen,  General  Solicitor. 

Julian  S.  Myrick,  Manager,  New  York. 

R.  H.  Hardy,  Manager,  New  York. 

J.  P.  Harty,  Associate  Manager,  N$w  York. 

National  Life  Insurance  Company  of  U.  S.  A.,  Chicago,  Ill. : 

A.  M.  Johnson,  President. 

New  England  Mutual  Life  Insurance  Company,  Boston,  Mass.: 

Alfred  D.  Foster,  President. 

New  York  Life  Insurance  Company,  New  York: 

A.  R.  Grow,  Actuary. 

Arthur  Hunter,  Actuary. 

Morris  Lee  King,  M.D.,  Medical  Director. 

North  American  Life  Assurance  Company,  Toronto,  Canada: 

L.  Goldman,  First  Vice-President  and  Managing  Director. 

Northern  Life  Assurance  Company,  London,  Canada: 

T.  H.  Purdom,  President. 

Northwestern  Mutual  Life  Insurance  Company,  Milwaukee,  Wis. : 

W.  J.  Fischer,  General  Agent,  St.  Louis,  Mo. 

Northwestern  National  Life  Insurance  Company,  Minneapolis,  Minn.: 
John  T.  Baxter,  President. 

Pacific  Mutual  Life  Insurance  Company,  Los  Angeles,  Cal. : 

George  I.  Cochran,  President. 

John  M.  Kilgarif,  Manager  Northern  California,  San  Francisco,  Cal. 
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Penn  Mutual  Life  Insurance  Company,  Philadelphia,  Pa. : 

Lincoln  K.  Passmore,  Vice-President. 

William  H.  Kingsley,  Second  Vice-President. 

J.  Burnett  Gibb,  Actuary. 

Frederic  H.  Garrigues,  Mathematician. 

Henry  C.  Lippincott,  Manager  of  Agencies. 

Philadelphia  Life  Insurance  Company,  Philadelphia,  Pa. : 

Andrew  J.  Maloney,  President. 

Pittsburgh  Life  and  Trust  Company,  Pittsburgh,  Pa.: 

W.  C.  Baldwin,  President. 

F.  C.  Parsons,  Comptroller. 

Pioneer  Life  Insurance  Company  of  America,  Kansas  City,  Mo. : 

J.  A.  Stevenson,  Vice-President. 

Policyholders  Mutual  Life  Insurance  Company,  Toronto,  Canada 
A.  M.  Featherstone,  General  Manager. 

Bart.  E.  McKenzie,  M.D.,  Medical  Director. 

Postal  Life  Insurance  Company,  New  York: 

William  R.  Malone,  President. 

Eugene  L.  Fisk,  M.D.,  Medical  Director. 

Provident  Life  and  Trust  Company,  Philadelphia,  Pa. : 

J.  Thomas  Moore,  Manager  Insurance  Department. 

Prudential  Insurance  Company,  Newark,  N.  J. : 

Forrest  F.  Dryden,  President. 

John  K.  Gore,  Vice-President. 

F.  L.  Hoffman,  Statistician. 

Prussian  Life  Insurance  Company  of  Berlin,  Hartford,  Conn.: 
William  C.  Scheide,  United  States  Manager. 

Charles  Hughes,  Assistant  Manager. 

Puritan  Life  Insurance  Company,  Providence,  R.  I. : 

Edmund  O.  Chesebro,  M.D.,  Medical  Director. 

Security  Mutual  Life  Insurance  Company,  Binghamton,  N.  Y. : 

F.  W.  Jenkins,  President. 

Bedford  Leighton,  General  Field  Superintendent. 

Southern  States  Life  Insurance  Company,  Atlanta,  Ga. : 

Wilmer  L.  Moore,  President. 

State  Life  Insurance  Company,  Indianapolis,  Ind. : 

Charles  F.  Coffin,  Vice-President  and  General  Counsel. 

State  Mutual  Life  Assurance  Company,  Worcester,  Mass. : 

Burton  H.  Wright,  President. 

Sun  Life  Assurance  Company  of  Canada,  Montreal,  Canada: 

T.  B.  Macaulay,  Managing  Director. 

Travelers  Insurance  Company,  Hartford,  Conn.: 

Sylvester  C.  Dunham,  President. 

John  L.  Way,  Vice-President. 

Walter  G.  Cowles,  Vice-President. 

J.  L.  Howard,  Secretary. 

William  BroSmith,  General  Counsel. 

Union  Central  Life  Insurance  Company,  Cincinnati,  Ohio: 

Jesse  R.  Clark,  President. 

E.  P.  Marshall,  Vice-President. 
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United  States  Life  Insurance  Company,  New  York: 

John  P.  Munn,  President. 

Richard  E.  Cochran,  Third  Vice-President. 

Volunteer  State  Life  Insurance  Company,  Chattanooga,  Tenn. : 
A.  L.  Key,  Vice-President  and  General  Manager. 


OFFICIALS  OF  FEDERAL  AND  STATE  GOVERNMENTS 

United  States — Dr.  Rupert  Blue,  Surgeon-General,  U.  S.  Public  Health 
Service,  Washington,  D.  C. 

Connecticut — Hon.  Burton  Mansfield,  Insurance  Commissioner,  Hartford, 
Conn. 

Illinois — Hon.  Rufus  M.  Potts,  Insurance  Superintendent,  Springfield; 
Archibald  A.  McKinley,  Special  Counsel,  Illinois  Insurance  Department, 
Chicago. 

Massachusetts — Hon.  Frank  H.  Hardison,  Insurance  Commissioner,  Boston ; 
William  J.  Montgomery,  State  Actuary,  Savings  Bank  Life  Insurance  of 
Massachusetts,  Boston. 

New  York— Nelson  B.  Hadley,  Chief  Examiner,  Life  Companies,  State  In¬ 
surance  Department,  New  York;  Albert  W.  Whitney,  Associate  Actuary, 
State  Insurance  Department,  New  York. 

North  Carolina — Hon.  James  R.  Young,  Insurance  Commissioner,  Raleigh. 

Pennsylvania — Hon.  S.  W.  McCulloch,  Deputy  Insurance  Commissioner, 
Harrisburg. 

Rhode  Island — Hon.  Felix  Hebert,  Deputy  Insurance  Commissioner,  Provi¬ 
dence. 

Virginia— Hon.  Joseph  Button,  Commissioner  of  Insurance,  Richmond. 

Wisconsin — Hon.  IT.  L.  Ekern,  Commissioner  of  Insurance,  Madison. 


REPRESENTATIVES  OF  ORGANIZATIONS 

American  Life  Convention  : 

Henry  Abels,  Springfield,  Ill.,  President. 

Thomas  W.  Blackburn,  Omaha,  Neb.,  Secretary  and  Counsel. 

Charles  F.  Coffin,  Indianapolis,  Ind.,  Chairman  of  Committee  on  Co¬ 
operation. 

American  Medical  Association  : 

Dr.  Victor  C.  Vaughan,  Ann  Arbor,  Mich.,  President. 

Association  Legal  Reserve  Life  Insurance  Companies  of  Illinois  : 

Fred  W.  Potter,  Chicago,  Ill.,  Manager. 

Canadian  Life  Insurance  Officers’  Association  : 

T.  B.  Macaulay,  Montreal,  Canada,  President. 

Life  Underwriters  Association  of  Canada: 

J.  B.  Morissette,  Quebec,  Canada,  President. 

National  Association  of  Life  Underwriters  : 

Ernest  Judson  Clark,  Baltimore,  Md.,  President. 

Frank  D.  Buser,  Philadelphia,  Pa.,  Secretary. 

Everett  M.  Ensign,  New  York  City,  Corresponding  Secretary. 
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APPENDIX 

Growth  of  the  Policy  Loan  Problem 


STATISTICAL  EVIDENCE  SUBMITTED  BY  ROBERT  LYNN  COX,  GENERAL 
COUNSEL  AND  MANAGER,  ASSOCIATION  OF  LIFE  INSURANCE 
PRESIDENTS 

The  statistics  as  to  life  insurance  policy  loans  herewith  given  pre¬ 
sent  the  problem  from  two  different  angles.  The  general  annual 
growth  of  this  practice  on  the  part  of  policyholders,  with  its  large 
leaps  of  recent  years,  is  indicated  by  compilations  made  from  the 
reports  of  the  New  York  Insurance  Department  and  the  Insurance 
Year  Book.  Its  geographical  development  and  distribution  are 
shown  in  tables  compiled  from  original  statistics  furnished  to  the 
Association  of  Life  Insurance  Presidents  on  two  different  occasions 
by  the  life  insurance  companies  of  the  country  in  connection  with 
the  Association’s  analysis  and  study  of  the  various  investments  held 
by  such  companies. 


General  Annual  Growth 

The  figures  dealing  with  the  collective  annual  increase  of  policy 
loans  show  at  a  glance  the  magnitude  of  the  problem  in  hand.  Not 
only  the  immense  total  of  loans  shown,  but  also  the  ever-increasing 
ratio  of  such  loans  to  reserves,  contribute  to  this  effect.  The  follow¬ 
ing  resume  of  Table  I  bears  striking  testimony  to  the  size  of  this 
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Geographical  Distribution  of  Policy  Loans 

The  figures  dealing  with  the  geographical  distribution  of  policy 
loans  were  taken,  first,  from  the  business  outstanding  at  the  end  of 
1907  of  fourteen  companies,  having  about  two-thirds  of  the  total  ad¬ 
mitted  assets  held  by  all  life  insurance  companies  in  the  country  in 
that  year.  Similar  figures  were  collected  dealing  with  the  business 
as  it  stood  at  the  end  of  1911,  but  embracing  thirty-nine  companies, 
having  93%  of  the  total  admitted  assets.  Fortunately,  there  were 
included  in  the  1911  statistics  of  the  thirty-nine  companies  the  figures 
from  the  same  fourteen  companies  which  contributed  toward  the 
1907  compilation.  Therefore,  it  is  possible  to  present  comparative 
figures  showing  the  increase  in  policy  loans  in  each  State  from  1907 
to  19 1 1  on  the  business  of  these  fourteen  companies  holding  two- 
thirds  of  the  total  assets.  This  gives  an  opportunity  to  judge  of 
the  spread  of  the  policy  loan  practice  in  different  sections  of  the 
country  over  a  four-year  period.  In  addition,  the  distribution  is 
shown  of  policy  loans  by  States  at  the  end  of  1911  of  the  thirty-nine 
companies  which  held  93%  of  the  life  insurance  assets  of  the  coun¬ 
try.  Grouping  the  States  as  was  done  in  the  Association’s  compila¬ 
tions  on  the  subject  of  the  investments  of  life  insurance  companies 
to  which  reference  has  been  made,  these  figures  show  that  certain 
well-defined  sections  of  the  country  are  relatively  much  larger  bor¬ 
rowers  on  life  insurance  policies  than  other  regions.  These  varia¬ 
tions  are  indicated  in  the  following  resume  of  Table  V : 


Policy  Loans  Ratio  of 

States  Reserves  and  Premium  Loans  and 

Notes  Notes  to 

Reserves 

Central  Northern . $586,706,553.67  $79,194,768.68  13-49% 

New  England  .  290,768,323.83  41,259,136.43  14.19 

Middle  Atlantic  . 1,034,466,647.82  161,061,494.50  15-57 

Northwestern  .  162,855,103.16  26,091,858.52  16.02 

Southwestern  .  242,369,013.80  45,399,895-66  18.73 

South  Atlantic  .  178,851,111.86  33,665,436.35  18.82 

Gulf  and  Mississippi  Valley  192,595,31748  36,813,875.32  1911 

Pacific  .  159,506,695.72  32,054,123.25  20.09 


The  following  recapitulation  of  detailed  figures  from  Tables  III 
and  IV  compares  the  1907  and  1911  ratio  of  loans  and  notes  to  re¬ 
serves  of  the  fourteen  companies  having  two-thirds  of  the  business  at 
that  time.  The  percentage  of  increase  of  the  1911  ratios  over  the 
1907  ratios  in  the  different  sections  of  the  country  is  also  given. 
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Ratio  of  Loans 

Per  cent,  of  Increase 

States 

and  Notes  to 

of  1911  Ratio  over 

Reserves 

1907  Ratio 

1907 

1911 

Central  Northern  . 

11.21 

12.89 

14.98 

Northwestern  . 

11.88 

15.22 

28.11 

New  England  . . 

12.19 

13.50 

10.74 

Southwestern . 

13.26 

18.29 

37.93 

Middle  Atlantic . 

13-65 

15-67 

14-79 

South  Atlantic  . 

13.89 

18.30 

31-74 

Gulf  and  Mississippi  Valley.. 

14.18 

i8.55 

30.81 

Pacific . 

15.69 

19.76 

25-93 

No  attempt  is  made  to  answer  the  question  of  why  the  variations 
disclosed  by  the  statistics  exist.  Undoubtedly  there  is  some  reason 
for  the  difference,  and  the  pursuit  of  it  should  prove  interesting  to 
the  professional  student  of  the  subject.  The  statistics  have  been 
compiled  principally  with  a  view  of  stimulating  this  pursuit,  in  the 
hope  that  with  attention  called  to  the  sections  of  the  country  where 
the  loans  are  the  greatest  the  underlying  cause  leading  to  excessive 
borrowing  may  be  the  more  easily  observed  and  corrected. 

In  Mr.  Childs’  address  it  is  stated  that  not  over  10%  of  policy 
loans  are  ever  repaid.  This  means  that  $503,212,500  of  the  policy 
loans  in  force  December  31,  1912,  will  never  be  repaid.  Therefore, 
if  the  policies  encumbered  by  these  loans  are  all  carried  to  maturity, 
the  beneficiaries — solely  because  of  such  loans — will  be  deprived  of 
$503,212,500  of  insurance  originally  taken  out  for  their  protection. 
The  magnitude  of  this  loss  of  protection  to  dependents  will  be  more 
fully  appreciated  when  the  fact  is  realized  that  the  amount  of  it — 
$503,212,500 — is  in  excess  of  the  total  amount  of  ordinary  insurance 
that  was  in  force  in  any  single  State  in  the  Union  on  December  31, 
1912,  excepting  the  States  of  New  York,  Pennsylvania,  Illinois,  Ohio 
and  Massachusetts ;  that  it  is  equal  to  one-half  the  insurance  in  force 
in  Illinois,  which  ranks  third  in  amount  of  insurance  in  force ;  nearly 
equals  the  combined  amounts  in  force  in  California  and  Colorado, 
and  exceeds  the  combined  amounts  in  force  in  the  ten  States  of 
Delaware,  Florida,  Idaho,  Montana,  Nevada,  New  Mexico,  North 
Dakato,  South  Dakato,  Utah  and  Wyoming.  The  90%  of  the 
amount  of  these  loans  is  not  the  maximum  measure  of  the  loss  of 
protection  to  dependents.  Many  of  the  policies  upon  which  loans 
have  been  effected  will  lapse  as  a  direct  result  of  the  loans,  and  the 
entire  amount  of  the  insurance  carried  in  the  policies  will  be  lost  to 
beneficiaries.  The  beneficiaries,  therefore,  will  be  deprived  of  a  much 
larger  amount  of  protection  than  $503,212,500  by  reason  of  these  pol- 
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icy  loans.  The  additional  loss  to  them  from  such  lapsing  of  policies 
is  not  calculable  from  available  data. 

Table  I  shows  the  amount  of  policy  loans  and  premium  notes  sepa¬ 
rately  and  combined,  together  with  the  reserves  for  all  companies  in 
the  United  States,  as  given  in  the  Insurance  Year  Book,  as  far  back 
as  they  are  given,  viz.,  1888,  to  which  has  been  added  the  per  cent, 
of  reserves  outstanding  in  loans  and  notes  for  each  year.  It  will  be 
noted  that  while  the  premium  notes  have  nearly  doubled  in  twenty- 
five  years,  the  ratio  to  reserves  is  only  about  one-third  what  it  was  in 
1888.  On  the  other  hand,  while  the  reserves  have  increased  nearly 
six  and  one-half  times,  the  policy  loans  are  more  than  one  hundred 
and  sixty  times  as  great,  and  the  per  cent,  of  reserves  now  loaned 
to  policyholders  exactly  twenty-five  times  as  great  as  it  was  twenty- 
five  years  ago. 

During  these  twenty-five  years  there  has  been  no  year  when  the 
amount  of  policy  loans  has  failed  to  show  an  increase,  and  only  one, 
1892,  when  the  ratio  of  loans  to  reserves  has  decreased. 

The  year  of  greatest  proportionate  increase  was  the  year  of  the 
panic  of  1893,  when  the  loans  increased  from  eight  million  to  nearly 
thirteen  and  one-half  million,  or  over  67%,  while  the  reserves  in¬ 
creased  but  a  little  over  8%  and  the  ratio  of  loans  to  reserves  in¬ 
creased  about  55%.  Even  at  that,  the  amount  of  outstanding  policy 
loans  December  31,  1893,  was  but  1.58%  of  the  reserves.  From 
this  time  to  1906  there  was  a  steady  increase,  not  only  in  the  amount 
of  outstanding  loans,  but  the  per  cent,  of  the  reserves  borrowed  by 
the  policyholders  increased  every  year. 

The  yearly  increases  during  this  period  in  the  proportion  of  the 
reserves  borrowed  varied  from  32.6%,  the  highest  in  1896,  to  5.6%, 
the  lowest  in  1898,  and  are  equivalent  to  an  uniform  yearly  increase 
of  15%. 

The  panic  of  1907  caused  a  sudden  jump  from  $244,533,605  to 
$325,151,354  in  the  amount  of  outstanding  loans,  or  nearly  one-third, 
while  the  reserves  increased  only  about  7%,  and  the  rate  of  increase 
in  the  ratio  of  loans  to  reserves  was  24%.  Since  1908,  while  the 
amount  loaned  has  increased  thirty  or  forty  million  a  year,  the 
average  rate  of  increase  in  the  ratio  of  loans  to  reserves  has 
been  but  2.7%  a  year,  compared  with  an  average  increase  of 
15%  during  the  years  from  1894  to  1906. 

An  inspection  of  these  yearly  ratios  of  policy  loans  to  reserves  and 
the  increase  in  each  over  the  ratio  of  the  preceding  year,  to 
which  there  is  but  a  single  exception,  leads  to  the  conclusion  that 
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while  some  of  the  loans  secured  under  the  pressure  of  financial 
stringency  in  the  years  of  the  panics  may  have  been  repaid,  neverthe¬ 
less  the  experience  of  these  years  resulted  in  a  much  larger  perma¬ 
nent  addition  to  the  volume  of  loans  than  would  have  resulted  under 
normal  conditions.  There  is  no  diminution  shown  in  the  amounts 
or  in  the  ratios  in  the  years  following  1893  and  1907.  In  1898,  the 
fifth  year  following  the  panic  of  1893,  and  in  1909,  the  second  year 
following  the  panic  of  1907,  smaller  ratios  of  increase  are  shown  than 
in  the  respective  years  immediately  preceding,  but  not  sufficiently 
small  to  offset  the  abnormal  increase  in  the  years  of  1893  and  19 07. 
It  is  a  reasonable  conclusion,  and  one  supported  by  the  figures  in 
these  tables,  that,  under  present  policy  provisions,  times  of  financial 
stringency  lead  to  the  destruction  of  a  vast  amount  of  insurance  by 
placing  loan  encumbrances  on  policies  which  are  never  removed. 

Table  II  shows  about  the  same  data  compiled  from  the  reports  of 
the  New  York  State  Insurance  Department  extending  back  to  1865, 
the  earliest  date  at  which  such  information  is  given  in  the  reports. 
It  is  interesting  to  note  that  the  first  reports  of  cash  loans  on  policies 
appear  in  the  New  York  Reports  in  1873,  the  year  of  the  panic,  by 
three  companies,  The  Washington  Life  Insurance  Company,  the 
New  Jersey  Mutual  Life  Insurance  Company  and  the  Hartford  Life 
and  Annuity  Insurance  Company.  In  1875  eighteen  companies  re¬ 
ported  cash  loans  on  policies  amounting  to  $213,306.52,  equal  to 
°-35 7%  of  the  reserves  of  these  companies. 

Table  III  gives  the  ratio  of  loans  and  notes  combined  to  reserves, 
by  States  and  geographical  groups,  for  fourteen  companies,  repre¬ 
senting  about  two-thirds  of  the  total  life  insurance  business  of  the 
country  in  1907.  The  average  per  cent,  of  reserves  loaned  by  these 
companies  was  13.07%  throughout  the  United  States.  In  the  New 
England  section  the  average  rate  was  exceeded  by  only  one  State, 
Massachusetts;  in  the  Middle  Atlantic  section  by  only  one  State, 
New  York;  and  in  the  Central  Northern  section  it  was  not  exceeded 
by  any  State.  On  the  other  hand,  in  the  South  Atlantic  section  the 
average  rate  was  exceeded  by  three  of  the  six  States;  in  the  Gulf 
and  Mississippi  Valley  section  by  four  of  the  five  States;  in  the 
Southwestern  section  by  five  of  the  seven  States ;  in  the  Northwest¬ 
ern  section  by  two  of  the  seven  States,  and  in  the  Pacific  section  by 
five  of  the  seven  States. 

Table  IV  shows  the  condition  of  these  same  companies  in  1911, 
their  average  for  the  United  States  having  risen  to  15.76%. 

Again  it  appears  that  the  New  England,  Middle  and  Central 
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Northern  States  were  below  the  average,  New  York  being  the  only 
one  in  these  sections  that  was  above.  As  in  1907  the  Northwestern 
States,  as  a  whole,  were  below  the  average,  though  four  of  the  seven 
were  above.  In  the  twenty-five  States  of  the  other  four  sections  the 
ratio  of  loans  to  reserves  was  above  the  average  in  all  but  six.  Texas 
had  the  highest  rate.  Georgia  and  Florida  were  tied  for  second  place, 
and  in  fifteen  of  them  the  policyholders  had  borrowed  about  one-fifth 
of  their  entire  reserves.  In  the  last  column  is  shown  the  rate  of 
growth  in  the  proportion  of  the  reserves  borrowed  by  the  policy- 
holders  in  the  States.  From  this  it  will  be  noted  that  this  increase  in 
tendency  to  borrow  from  the  family  protection  fund  was  smallest  in 
the  western  State  of  Oklahoma  and  highest  in  the  adjoining  State 
of  Texas.  In  1907  the  ratio  of  loans  to  reserves  was  nearly  one- 
third  lower  in  Texas  than  in  Oklahoma.  In  1911  Texas  had  not  only 
overtaken  the  Oklahoma  ratio,  but  had  exceeded  it  by  over  i*/2%, 
bringing  its  ratio  of  loans  to  reserves  up  to  24.03%,  and  putting  it 
at  the  head  of  the  States  in  the  matter  of  borrowings  from  family 
protection  funds. 

The  two  facts  that  twenty-three  life  insurance  companies  withdrew 
from  Texas  in  1907  because  of  the  passage  of  the  Robertson  Law, 
and  have  since  loaned  no  money  in  that  State  except  to 
policyholders,  and  that  the  interest  rate  on  real  estate  mort¬ 
gages  obtained  by  the  companies  remaining  in  Texas  rose  from 
6.46%  in  1907  to  7.20%  in  1911,  while  in  Oklahoma  the  rate  fell 
from  6.18%  in  1907  to  5.98%  in  1911,  may  have  some  significance 
in  the  comparison  of  the  problem  in  the  two  States. 

This  table  shows  that  the  demand  for  loans  on  policies  has  in¬ 
creased  during  the  four  years  from  1907  to  1911  throughout  practi¬ 
cally  the  entire  country.  The  percentage  of  policy  loans  to  reserves 
of  these  fourteen  companies  in  the  United  States  increased  during 
these  four  years  more  than  one-fifth  of  what  it  was  in  1907.  While 
one  State  shows  an  increase  of  only  1.17%,  an  adjoining  State  shows 
an  increase  of  56.13%,  and  substantial  increases  have  been  made  in 
all  the  other  States.  Naturally,  there  is  a  variance  in  the  rate  of  in¬ 
crease  among  the  States.  In  no  instance  is  it  so  marked  as  in  the 
one  cited.  In  some  instances,  States  widely  separated  show  the  same 
or  substantially  similar  rates  of  increase.  These  figures  show  that 
the  increased  demand  for  loans  is  not  confined  to  one  particular  sec¬ 
tion  of  the  country,  but  that  the  rates  of  total  increase  in  each  of  the 
geographical  subdivisions  designated  as  New  England,  Middle  At¬ 
lantic  and  Central  Northern  are  considerably  lower  than  those  in  the 
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other  subdivisions  named.  It  seems  clear  from  the  showing  in  this 
table  that  while  the  increased  demand  for  policy  loans  may,  in  indi¬ 
vidual  States,  be  affected  by  local  conditions,  there  is  a  general  cause 
operating  throughout  the  entire  business.  The  most  reasonable  cause 
that  could  be  assigned  is  the  favorable  inducements  held  out  for  such 
loans  and  the  facility  with  which  they  can  be  obtained. 

Table  Y  shows  the  situation  as  to  policy  loans  in  1911  of  thirty- 
nine  life  insurance  companies,  holding  over  93%  of  the  total  admitted 
assets  of  all  the  life  insurance  companies  of  the  country,  and  indi¬ 
cates  that  the  average  ratios  for  all  companies  are  generally  a  trifle 
higher  than  for  the  fourteen  companies  whose  statistics  for  1907  and 
19 1 1  are  compared. 

On  the  total  United  States  business  of  these  thirty-nine  companies 
the  av  erage  ratio  of  policy  loans  to  reserves  on  December  31,  19 11, 
was  15.98%. 


The  States  in  which  the  ratios  exceeded  this  average  on  the  total 
business  were : 


Texas . 25.54% 

Georgia  . 23.09% 

Washington  _ 22.70% 

Oklahoma . 21.50% 

North  Dakota. . .  21.37% 

Colorado . 21.31% 

Tennessee . . 20.71% 

New  Mexico _ 20.54% 

Florida . 20.26% 

Idaho  . 20.14% 


Alabama  .  19-95% 

California  .  19-79% 

Oregon  . 19.78% 

Arkansas .  19.60% 

Arizona  . 19.20% 

Wyoming  .  19.20% 

Mississippi  .  19.12% 

Louisiana  .  18.85% 

Utah  .  18.79% 


North  Carolina. .  18.75% 
South  Carolina..  18.52% 

Kentucky  .  17.46% 

Montana  .  17.14% 

Minnesota .  16.92% 

Kansas  .  16.78% 

New  York .  16.73% 

South  Dakota...  16.57% 
Virginia .  16.32% 


I  he  States  and  Territories  showing  less  than  the  average  rate  were : 


Nebraska  .  15.63% 

Pennsylvania  ...  15.35% 
Massachusetts  . .  15.27% 

Michigan .  14.42% 

Missouri  .  14.35% 

Nevada  .  14.30% 

Illinois  .  13.99% 

Dist.  of  Col .  13.94% 


Hawaii .  1372% 

Vermont  .  13.69% 

Maryland  .  13.43% 

Iowa .  13.32% 

Wisconsin .  13.16% 

Connecticut  -  13.12% 

Alaska .  12.95% 

Ohio  . <12.87% 


Indiana  .  12.64% 

Delaware .  12.54% 

West  Virginia. . .  12.45% 
New  Jersey. .  . ..  12.27% 

Rhode  Island _  12.25% 

Maine  .  . . .  .  12.18% 

New  Hampshire.  n.94% 


The  accompanying  chart  is  a  graphic  presentation  of  the  increase 
of  policy  loans  in  the  several  States  and  sections  of  the  country  be¬ 
tween  1907  and  1911  as  shown  by  Tables  III  and  IV. 
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TABLE  III 

POLICY  LOANS  AND  PREMIUM  NOTES— 1907 

14  COMPANIES 

Amount  of  estimated  reserves,  policy  loans  and  premium  notes,  as 
of  December  31,  1907:  also  percentage  of  reserves  outstanding 
in  loans,  arranged  by  States  and  geographical  divisions,  of  four¬ 
teen  companies,  whose  admitted  assets  amounted  to  two-thirds 
of  the  total  admitted  assets  of  all  United  States  companies  doing 
business  in  1907. 


States 

t 

I 

Reserves 

i 

Policy  Loans 
and  Prem. 
Notes 

Ratio  of 
Loans  and 
Notes  to 
Reserves 

New  England: 

'  $■ 

$ 

'  % 

Maine  . 

11,860,243  17 

1,092,873  22 

9.21 

New  Hampshire  . 

7,002,732  17 

594,549  08 

8.49 

Vermont  . 

7,204,956  06 

712,177  66 

9.88 

Massachusetts  . 

69,590,641  39 

9,682,244  98 

13.91 

Rhode  Island . 

11,237,991  44 

1,169,292  19 

10.40 

Connecticut  . 

22,594,011  50 

2,533,969  91 

11.21 

Group  I,  Total . 

129,490,575  73 

15,785,107  04 

!  12.19 

Middle  Atlantic: 

New  York  . 

292,640.714  78 

t 

46.374,133  52 

15.84 

New  Jersey  . 

59,884,553  06 

6,075,524  41 

10.14 

Pennsylvania  . 

160,026,659  42 

18,473,095  96 

11.54 

Delaware  . 

3,641,261  89 

368,563  42 

10.12 

Maryland  . 

Dist.  of  Columbia . 

24,471,134  50 
9,773,756  28 

2,610,179  06 
1,243,758  14 

10.66 

12.72 

Group  II,  Total . 

550,438,079  93 

I  75,145,254  51 

13.65 

Central  Northern: 

Ohio  . 

l 

78,650,178  74 

7,972,159  67 

10.13 

Michigan  . 

25,739,229  67 

3,319,431  46 

12.89 

Indiana  . 

31,626.083  37 

3.355,362  17 

10.60 

Illinois  . 

104,753,267  54 

12,881,065  70 

12.29 

Wisconsin  . 

27,060,133  66 

2,506,008  33 

9.26 

Group  III,  Total . 

267,828,892  98 

30,034,027  33 

11.21 

South  Atlantic: 

Virginia  . 

22,114,242  67 

2,562,358  53 

11.58 

West  Virginia  . 

11,175,765  08 

992,652  82 

8.88 

North  Carolina  . 

12,80 6,796  78 

1,699,600  16 

13.27 

South  Carolina  . 

12,935,447  72 

1,624,726  34 

12.56 

Georgia . 

22,999,039  54 

4,207,325  95 

18.29 

Florida  . 

9,503,357  40 

1,628,885  98 

17.14 

Group  IV,  Total . 

*  91,534,649  19 

12,715,549  78 

13.89 

Gulf  and  Mississippi  Valley: 

Alabama  . 

1  17,846,404  42 

2,662,798  17 

14.92 

Mississippi  . 

16,162,797  14 

2,461,367  70 

15.22 

Tennessee  . 

18,182,436  36 

2,690,004  56 

14.79 

Kentucky  . 

25,252,05 7  60 

3,254,830  92 

12.88 

Louisiana  . 

26,267,942  06 

3,644,423  60 

13.87 

Group  V,  Total . 

103,711,637  58 

14,713,424  95 

14.18 

Southwestern: 

Missouri  . 

| 

55,149,379  81 

5,958,548  84 

10.80 

Arkansas . 

13,109,267  72 

1,834,513  49 

13.99 

Texas  . 

36,866,351  07 

5,674,457  95 

15.39 

Kansas  . 

13,232,276  93 

1,511,948  46 

11.42 

Colorado  . 

13,757,128  69 

2,002,752  26 

14.55 

New  Mexico  . 

3,211,590  28 

455,693  74 

14.18 

Oklahoma  . 

5,684,739  26 

1,260,259  12 

22.16 

Group  VI,  Total . 

141,010,733  76 

18,698,173  86 

1 

13.26 
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TABLE  III 

POLICY  LOANS  AND  PREMIUM  NOTES — 1907 —  ( Continued) 


14  COMPANIES 


States 

Reserves 

Policy  Loans 
and  Prem. 
Notes 

Ratio  of 
Loans  and 
Notes  to 
Reserves 

Northwestern : 

Iowa  . 

Minnesota  . 

Nebraska  . 

North  Dakota  . 

South  Dakota  . 

Wyoming  . 

Montana  . 

Group  VII,  Total . 

$ 

21,917,274  64 
19,841,882  95 
10,600,465  74 
5,810,749  32 
4,104,725  88 
1,960,629  47 
6,7 42,946  00 

$ 

2,374,971  91 
2,794,733  84 
999,596  11 
709,092  70 
440,630  27 
271,133  28 
845,381  02 

% 

10.83 

14.08 

9.43 

12.20 

10.73 

13.82 

12.53 

70,978,674  00 

8,435,539  13 

11.88 

Pacific : 

Washington  . 

Oregon  . 

California  . 

Nevada  . 

Idaho  . 

9,681,476  60 
5,501,059  18 
37,912,983  43 
1,825,802  31 
2,752,265  01 
3,255,263  86 
5,004,644  42 

1,774,202  15 
686,198  95 
6,065,252  72 
219,149  46 
494,806  08 
446,386  89 
659,865  63 

'  18.33 

12.47 
15.99 
12.00 
17.97 
13.71 
13.18 

Arizona  . 

Utah  . 

Group  VIII,  Total . 

65,933,494  81 

1  10,345,861  88 

15.69 

Alaska . *. 

Hawaii,  Philippines,  &  Porto  Rico. 

Group  IX,  Total . 

648,967  00 
3,010,540  00 

76,812  48 
308,136  33 

11.83 

10.23 

I  3,659,507  00 

384,948  81 

10.51 

Total,  United  States . 

1,424,586,244  98 

186,257,887  29 

13.07 

TABLE  IV 

POLICY  LOANS  AND  PREMIUM  NOTES— 1911 

14  COMPANIES 

Amount  of  estimated  reserves,  policy  loans  and  premium  notes,  as 
of  December  31,  1911 ;  also  percentage  of  reserves  outstanding  in 
loans,  arranged  by  States  and  geographical  divisions.  The  last 
column  shows  the  percentage  of  increase  of  the  1911  ratio  over 
the  1907  ratio.  The  figures  are  for  the  same  fourteen  companies 
given  in  Table  III,  whose  admitted  assets  amounted  to  two- 
thirds  of  the  total  admitted  assets  of  all  United  States  com¬ 
panies  doing  business  in  1911. 


States 

Reserves 

Policy  Loans 
and  Prem. 
Notes. 

Ratio  of 
Loans  and 
Notes  to 
Reserves 

Per  Cent. 

of  In¬ 
crease  of 
1911  Ratio 
over 

1907  Ratio 

New  England: 

Maine  . 

$ 

14,170,413  00 

$ 

1,445,936  14 

% 

10.20 

% 

10.75 

New  Hampshire.. 

8,654,000  00 

929,101  90 

10.73 

26.38 

Vermont  . 

8,253,331  00 

1,094,960  33 

13.26 

34.21 

Massachusetts  . . . 

93,137,765  00 

13,882,495  57 

14.90 

7.11 

Rhode  Island  .... 

14,674,867  00 

1,721,254  64 

11.72 

12.69 

Connecticut  . 

29,662,951  00 

3,693,134  05 

12.45 

11.06 

Group  I,  Total . 

168,553,327  00 

22,766,882  63 

13.50 

10.74 

Middle  Atlantic: 

New  York  . 

376,822,219  00 

66,517,037  55 

i 

17.65 

11.42 

New  Jersev  . 

84,152,536  00 

10,430,224  61 

12.39 

22.19 

Pennsylvania  .... 

207,019,824  00 

29,423,659  30 

14.21  1 

23.13 

Delaware  . 

5,077,428  00 

598,879  55 

11.79  1 

16.50 

Maryland  . 

32,407,992  00 

3,867,211  32 

11.93 

11.91 

Dist.  of  Columbia. 

13,994,036  00 

1,962,745  83 

14.02 

10.22 

Group  II,  Total.... 

719,474,035  00 

112,799,758  16 

15.67 

14.79 
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TABLE  IV 

POLICY  LOANS  AND  PREMIUM  NOTES — 1911— (Continued) 

14  COMPANIES 


States 

Reserves 

Policy  Loans 
and  Prem. 
Notes. 

1 

i  , 

Ratio  of 
Loans  anc 
Notes  to 
Reserves 

Per  Cent. 

of  In¬ 
crease  of 
1911  Ratio 
over 

1907  Ratio 

Central  Northern: 

Ohio  . 

'  $ 

102,876,680  00 
36,132,678  00 
41,387,013  00 
145,622,530  00 
32,628,794  00 

$ 

12,550,463  40 
5,097,033  25 
4,832,046  18 
19,934,850  94 
3,828,985  02 

% 

12.19 

14.10 

11.67 

13.69 

11.73 

% 

20.33 

9.38 

10.09 

11.39 

26.67 

Michigan . 

Indiana  . 

Illinois . 

Wisconsin  . 

Group  III,  Total... 

'  358,647,695  00 

'  46,243,378  79 

12.89 

14.98 

South  Atlantic: 

Virginia  . 

1 

28,533,295  00 
15,033,453  00 
16,673,374  00 
16,796,861  00 
30,543,580  00 
13,549,728  00 

j 

4,351,521  27 
1,713,723  82 
2,963,541  77 
2,990,435  09 
7,126,528  23 
3,024,979  94 

j 

15.25 

11.39 

17.77 

17.80 

23.33 

22.33 

/ 

31.69 

28.26 

33.91 

41.72 

27.55 

30.28 

West  Virginia  . . . 
North  Carolina  .. 
South  Carolina... 
Georgia  . 

Florida  . 

Group  IV,  Total.... 

121,130,291  00 

22,170,730  12 

18.30 

31.74 

Gulf  and  Miss.  Valley: 
Alabama  . 

23,351,714  00 
21,034,245  00 
25,896,306  00 
30,505,378  00 
34,393,316  00 

4,720,636  30 
4,259,154  10 
4,666,432  00 
4,738,719  04 
6,702,605  40 

i  20.21 
20.24 
18.02 
15.53 
19.48 

35.45 

32.98 

21.84 

20.57 

40.44 

Mississippi  . 

Tennessee  . 

Kentucky  . 

Louisiana  . 

Group  V,  Total.... 

1  135,180,959  00 

1  25,087,546  84 

1  18.55 

30.81 

Southwestern: 

Missouri  . 

69,141,887  00 
17,193,094  00 
37,879,020  00 
18,251,064  00 
16,590,415  00 
3,650,828  00 
10,993,514  00 

9,684,717  81 
3,339,590  84 
9,103,618  86 
2,803,238  79 
3,597,255  05 
778,524  10 
2,465,390  62 

14.00 

19.42 

24.03 

15.36 

21.68 

21.32 

1  22.42 

29.62 

38.81 

56.13 

34.50 

49.00 

50.35 

1.17 

Arkansas  . 

Texas  . 

Kansas  . 

Colorado  . 

New  Mexico . 

Oklahoma  . 

Group  VI,  Total. . . . 

'  173,699,822  00 

31,772,336  07 

!  18.29 

37.93 

Northwestern: 

Iowa . 

i  25,294,732  00 
27,398,704  00 
13,244,949  00 
8,404,940  00 
!  5,954,739  00 

2,658,646  00 

1  9,025,055  00 

3,195,350  63 
4,457,639  85 
1,837,495  56 
1,632,756  88 
881,730  31 
515,563  47 
1,479,770  83 

12.63 

16.27 

13.87 

19.43 

14.81 

19.39 

16.39 

16.62 
15.55 
l  47.08 
59.26 
38.01 

1  40.30 

30.80 

Minnesota  . 

Nebraska . 

North  Dakota  . . . 
South  Dakota  . . . 

W  yoming  . 

Montana  . 

Group  VII,  Total... 

91,981,765  00 

14,000,307  53 

15.22  1 

28.11 

Pacific : 

Washington  . 

Oregon  . 

California  . 

Nevada  . 

Idaho  . 

Arizona  . 

Utah  . 

Group  VIII,  Total.. 

16,693,433  00 
8,484,972  00 
57,943,618  00 
2,836,515  00 
4,135,352  00 
4,463,602  00 
7,125,736  00 

3,815,370  22 
1,550,668  29 
11,395,601  97 
417,740  24 
866,437  74 
803,581  06 
1,253,034  49 

22.85 

18.27 

19.66 

14.73 

20.95 

18.00 

17.58 

24.65 

46.51 

22.95 

22.75 

16.58 

31.29 

33.38 

101,683,228  00 

20,102.434  01 

19.76 

25.93 

Alaska  . 

Hawaii,  Philipnines, 
and  Porto  Rico . 

Group  IX,  Total . . . 

1,062,076  00 

4,155,361  00 

138,154  00 

556,972  94 

13.00 

13.40 

9.89 

30.98 

5,217,437  00 

695,127  34 

13.32  1 

26.73 

Total,  United  States.. 

1,875,568,559  00 

295,638,501  49  l 

15.76 

20.68 
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TABLE  V 

POLICY  LOANS  AND  PREMIUM  NOTES— 1911 

39  COMPANIES 

Amount  of  estimated  reserves,  policy  loans  and  premium  notes,  as 
of  December  31,  1911;  also  percentage  of  reserves  outstanding 
in  loans,  arranged  by  States  and  geographical  divisions,  of  thirty- 
nine  companies,  whose  admitted  assets  amounted  to  93%  of  the 
total  admitted  assets  of  all  American  companies  doing  business 
in  1911. 


States 

Reserves 

Policy  Loans 
and  Prem. 
Notes 

Ratio  of 
Loans  and 
Notes  to 
Reserves 

$ 

$ 

% 

New  England: 

Maine  . 

23,427,489  97 

2,854,397  68 

12.18 

New  Hampshire  . 

14,038,361  39 

1,676,770  89 

11.94 

Vermont  . 

15,340,712  91 

2,100,877  99 

13.69 

Massachusetts  . 

167,059,196  80 

25,515,944  15 

15.27 

Rhode  Island . 

22,208,692  76 

2,721,534  43 

12.25 

Connecticut  . 

48,693,870  00 

6,389,611  29 

i  13.12 

Group  I,  Total . i 

290,768,323  83 

i  41,259,136  43 

|  14.19 

Middle  Atlantic: 

New  York  . 

522,648,080  24 

87,464,555  81 

16.73 

New  Tersey  . 

114,202,307  92 

14,018,679  50 

12.27 

Pennsylvania  . 

318,844,83 7  55 

48,946,258  85 

15.35 

Delaware  . 

7,099,511  36 

890,563  65 

12.54 

Maryland  . 

49,021,983  12 

6,583,725  07 

13.43 

Dist.  of  Columbia . 

i  22,649,92 7  63 

3,157,711  70 

I  13.94 

Group  II,  Total . 

1,034,466,647  82 

161,061,494  50 

1  15.67 

Central  Northern: 

Ohio  . 

167,074,894  99 

21,513,759  08 

12.87 

Michigan  . 

69,477,478  81 

10,022,288  14 

14.42 

Indiana . 

61,018,570  56 

7,712,118  39 

12.64 

Illinois  . 

228,577,350  67 

31,977,225  40 

13.99 

Wisconsin  . 

60,558,258  64 

7,969,377  67 

13.16 

Group  III,  Total . ' 

586,706,553  67 

79,194,768  68 

I  13.49 

South  Atlantic: 

Virginia  . 

41,464,534  71 

6,768,228  44 

16.32 

West  Virginia  . 

20,058,394  46 

2,498.309  05 

12.45 

North  Carolina . 

26,317,837  30 

4,934,570  04 

18.75 

South  Carolina  . 

23,362,792  39 

4,328,061  24 

18.52 

Georgia  . 

50,583,524  00 

11,678,881  68 

23.09 

Florida  . 

17,064,029  00 

3,457,385  90 

20.26 

Group  IV,  Total . 

178,851,111  86 

33,665,436  35 

|  18.82 

Gulf  and  Mississippi  Valley: 

Alabama  . 

33,828,303  97 

6,749,528  43 

19.95 

Mississippi  . 

26,178,210  40 

5,005,701  20 

19.12 

Tennessee  . 

40,727,887  78 

8,434,623  55 

20.71 

Kentucky  . 

50,307,917  33 

8,787,841  72 

17.46 

Louisiana  . 

41,552,998  00 

i  7,836,180  42 

18.85 

Group  V,  Total . 

192,595,317  48 

1  36,813,875  32 

19.11 

Southwestern: 

Missouri  . 

97,092,953  04 

13,940,823  60 

14.35 

Arkansas  . 

20,180,887  80 

3,955,609  19 

19.60 

Texas  . 

48,639,144  40 

12,423,082  87 

25.54 

Kansas  . 

26,710,453  55 

4,484,297  37 

16.78 

Colorado . 

28,831,583  29 

6,144,681  18 

21.31 

New  Mexico  . 

4,845,186  00 

995,619  76 

20.54 

Oklahoma  . 

16,068,805  72 

3,455,781  69 

21.50 

Group  VI,  Total . 

242,369,013  80 

45,399,895  66 

1  18.73 
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TABLE  V 

POLICY  LOANS  AND  PREMIUM  NOTES — 1911 — (Continued) 

39  COMPANIES 


States 

Reserves 

Policy  Loans 
and  Prem. 
Notes 

Ratio  of 
Loans  and 
Notes  to 
Reserves 

Northwestern : 

Iowa  . . . 

$ 

49,253,898  95 
54,031,851  66 
21,373,956  28 
11,242,468  78 
10,419,346  68 
3,640,970  97 
12,892,609  84 

$ 

,  6,564,476  19 

1  9,146,325  24 

3,341,708  43 
2,402,762  10 
1,726,925  44 
699,080  36 
2,210,580  76 

% 

13.32 

16.92 

15.63 

21.37 

16.57 

19.20 

17.14 

Minnesota  . . . 

Nebraska  . 

North  Dakota  . 

South  Dakota  . . 

Wyoming  . . 

Montana  . . . 

Group  VII,  Total . 

i  162,855,103  16 

26,091,858  52 

16.02 

Pacific : 

Washington  . . 

Oregon  . 

26,793,972  71 
16,222,322  94 
92,741,734  54 
3,477,577  24 
5,513,203  91 
5,379,699  00 
i  9,378,185  38 

6,083,702  36 
3,210,221  43 
18,356,913  87 
497,304  19 
1,110,907  57 
1,032,956  02 
,  1,762,117  81 

22.70 

19.78 

19.79 
14.30 
20.14 
19.20 

18.79 

California  . 

Nevada  . . 

Idaho  . 

Arizona . . . . 

Utah  . . . 

Group  VIII,  Total . 

159,506,695  72 

>  32,054,123  25 

20.09 

Alaska . . . 

1,107,017  00 
4,696,858  00 

143,359  40 
644,642  09 

12.95 

13.72 

Hawaii,  Philippines  &  Porto  Rico. 

Group  IX,  Total . 

»  5,803,875  00 

788,001  49 

13.57 

Total,  United  States.... . 

2,853,922,642  34 

456,328,590  28 

15.98 
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Association  of  Life  Insurance  Presidents,  Dec.  1913 


